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DAIRY  BUDGET  RECONCILIATION  AND  SELF- 
HELP  INITIATIVE  ACT  OF  1993 


TUESDAY,  OCTOBER  26,  1993 

House  of  Representatives, 
Subcommittee  on  Livestock, 
Committee  on  Agriculture, 

Washington,  DC. 
The  subcommittee  met,  pursuant  to  notice,  at  1:35  p.m.,  in  room 
1302,  Longworth  House  Office  Building,  Hon.  Harold  L.  Volkmer 
(chairman  of  the  subcommittee)  presiding. 

Present:  Representatives  Condit,  Hilliard,  Stenholm,  Holden, 
Long,  Peterson,  Dooley,  Gunderson,  Smith  of  Oregon,  Boehner,  and 
Goodlatte. 

Staff  present:  Jan  Rovecamp,  clerk;  Timothy  P.  De  Coster,  Dan 
McGrath,  John  Riley,  and  John  Frank. 

OPENING  STATEMENT  OF  HON.  HAROLD  L.  VOLKMER,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  MISSOURI 

Mr.  Volkmer.  The  subcommittee  will  come  to  order. 

The  Subcommittee  on  Livestock  is  meeting  today  to  continue  our 
review  of  H.R.  2664,  the  dairy  self-help  proposal.  We  intend  today 
to  address  issues  regarding  this  proposal  that  were  raised  during 
our  July  hearing  and  in  the  months  since.  In  particular,  we  will 
focus  our  discussions  in  three  areas.  First,  we'll  review  the  Depart- 
ment of  Agriculture's  analysis  of  H.R.  2664.  Then  two  of  our  pre- 
vious witnesses  will  return  to  apprise  members  of  the  discussions 
they  have  carried  out  following  the  first  hearing.  We  will  then  hear 
various  opinions  of  producers  from  around  the  country  as  to  the 
current  dairy  situation  and  their  views  on  the  impact  of  the  self- 
help  plan  on  producers. 

I've  had  numerous  inquiries  from  members  as  to  the  Chair's 
plans  for  this  bill,  so  let  me  summarize  my  view  of  the  legislative 
scenario  we  have.  At  this  time,  I  believe  we  have  only  two  realistic 
alternatives  for  dairy  policy.  We  can  do  nothing  and  leave  the  cur- 
rent program  in  place,  or  we  can  act  on  legislation  supported  by  a 
broad  cross-section  of  the  dairy  sector  to  improve  the  program. 

After  months  of  internal  debate,  the  National  Milk  Producers 
Federation  has  emerged  with  a  self-help  proposal.  While  the  plan 
is  clearly  not  supported  by  everyone,  it  appears  to  come  the  closest 
to  consensus  of  any  of  the  proposals  that  have  been  suggested.  To 
me,  self-help  is  the  only  realistic  alternative  to  the  current  pro- 
gram. I  know  there  are  other  plans  out  there,  many  based  on  the 
concept  of  two-tier  pricing.  I  know  a  good  bit  about  two-tier.  I  be- 
lieve in  two-tier,  and  I  am  convinced  it  would  be  good  for  produc- 
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ers.  I  also  know  that  I  lost  a  two-tier  vote  in  this  committee  in 
1990.  I  stood  on  the  floor  of  the  House  of  Representatives  that 
same  year  and  saw  two-tier  get  70  votes — far  short  of  the  218  you 
need  to  pass  something. 

I  have  participated  in  a  great  many  discussions  on  dairy  policy 
since  1990,  including  the  1991  dairy  bill,  in  an  attempt  to  improve 
this  program,  and  I  have  concluded  with  a  great  deal  of  reluctance 
that  two-tier  is  simply  not  attainable.  We  can  continue  to  push  it, 
and  maybe  someday  its  time  will  come,  but  right  now  the  choices 
are  quite  clear:  Keep  the  current  program,  or  go  with  some  version 
of  the  self-help  plan. 

The  question  I've  asked  myself  is,  will  my  producers  be  better  off 
if  I  push  for  a  wonderful  plan  that  cannot  win,  like  two-tier,  or  if 
I  support  a  plan  that's  maybe  not  as  good,  but  that's  better  than 
where  we  are  now,  that  has  a  chance  of  winning?  Half  a  loaf  a  lot 
of  times  is  better  than  none.  I  have  concluded  that  some  improve- 
ment is  better  than  none  at  all,  even  if  it's  not  as  much  improve- 
ment as  I  would  prefer. 

I  do  not  say  this  to  minimize  the  concerns  that  some  of  our  wit- 
nesses will  raise  today.  If  you  truly  believe  that  producers  will  be 
worse  off  under  self-help  than  under  the  current  program  and, 
therefore,  you  oppose  self-help,  I  cannot  argue  with  that,  although 
I  do  not  agree  with  that  analysis.  But  if  you  oppose  self-help  be- 
cause you  want  more,  I  have  to  tell  you  more  is  not  attainable. 

Let  me  add  one  other  point.  While  our  discussions  today,  and  the 
Department's  analysis,  are  based  on  comparing  self-help  with  the 
current  program,  we  need  to  keep  in  mind  that  we  cannot  take  the 
present  program  for  granted.  There  is  always  the  possibility,  in  the 
budget  squeeze  that  seems  to  press  most  heavily  on  agriculture, 
that  the  present  program  may  be  very  well  put  on  the  line  in  the 
future.  I  think  this  is  an  unlikely  event,  but  what  is  abundantly 
clear  is  you  cannot  wait  until  you  are  under  the  axe  to  come  up 
with  an  alternative  program.  The  program  detractors,  if  they  smell 
blood,  may  not  grant  a  pardon.  That  is  all  worth  keeping  in  mind, 
even  if  you  believe  self-help  may  be  a  step  down  from  the  current 
program. 

We  will  welcome  the  comments  of  all  the  witnesses  today.  I  be- 
lieve this  dialog  will  be  constructive  and  that  we  will  be  able  to 
continue  to  move  forward  to  improve  the  dairy  program  to  the  ben- 
efit of  the  taxpayers,  producers,  and  consumers  alike. 

Now,  before  I  move  on  to  the  gentleman  from  Wisconsin,  I'd  like 
to  also  bring  out  that  in  response  to  our  request  at  the  earlier  hear- 
ing, a  written  analysis  of  H.R.  2664  from  the  Department  of  Agri- 
culture, in  the  form  of  a  letter  dated  October  21  to  me,  has  been 
received,  and  without  objection,  this  analysis  will  be  included  in 
our  record  as  an  attachment  to  Mr.  Weber's  prepared  statement. 
We  welcome  this  analysis,  and  we  will  certainly  take  it  into  consid- 
eration as  we  discuss  the  bill. 

Of  course,  we  understand  that  this  report  consists  of  estimates, 
not  hard  numbers,  that  are  based  on  a  variety  of  assumptions, 
some  of  which  are  open  to  challenges  by  members  and  others. 
These  numbers  are,  therefore,  not  gospel,  but  will  nonetheless  be 
useful  for  us  to  keep  in  mind. 


I'd  also  like  to  point  out  that  at  my  request,  we  have  asked  the 
Food  and  Agriculture  Policy  Research  Institute  at  the  University  of 
Missouri-APRI  to  do  two  analyses,  one  which  would  follow  the 
same  type  of  analysis  that  was  done  by  USDA  as  to  the  impact  of 
the  self-help,  and  the  second  one,  in  discussions  with  the  National 
Cattlemen  and  their  concerns  for  the  amount  of  culling  that  may 
occur  under  self-help,  that  type  of  analysis  is  going  to  be  done  by 
APRI  also,  and  we  should  be  able  to  get  that  within  the  near  fu- 
ture. 

With  that,  I'll  conclude,  and  I'll  recognize  the  gentleman  from 
Wisconsin. 

OPENING  STATEMENT  OF  HON.  STEVE  GUNDERSON,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  WISCON- 
SIN 

Mr.  Gunderson.  Thank  you  very  much,  Mr.  Chairman,  and  I 
want  to  begin  by  thanking  you  publicly  for  holding  this  second 
hearing  on  this  issue.  For  better  or  for  worse,  I  was  one  of  those 
who  encouraged  the  chairman  to  hold  this  hearing.  I  did  that  be- 
cause I  believe  very  strongly  that  this  time  we've  got  to  find  a  way 
to  get  it  right  and  to  make  it  happen.  I  don't  have  to  tell  anybody 
in  this  room  of  the  divisions  that  have  existed  regarding  dairy  pol- 
icy in  this  country  and  in  this  Congress  in  the  past.  I  think  we  are 
precipitous  for  a  dramatic  change  in  the  way  the  dairy  markets 
exist,  in  the  way  the  Government  role  exists,  and  that  this  is  that 
opportunity,  absent  a  crisis,  to  figure  out  where  we  want  to  take 
this  industry  and  how  we're  going  to  get  there. 

I  know,  as  I  think  everyone  in  this  room  does,  that  while  this  is 
as  close  to  a  consensus  document  as  we've  had,  it  still  isn't  there. 
There  are  some  concerns,  very  frankly,  raised  by  the  administra- 
tion today  that  I  think  are  troubling  that  we're  going  to  have  to 
look  at  and  try  to  resolve.  I  think,  obviously,  some  of  the  opposition 
to  the  bill,  which  I  understand  will  still  be  evident  today,  are  con- 
cerns that  we're  going  to  have  to  try  to  address,  because  I  think 
I  speak  for  everybody  in  this  room  when  I  say  it  does  none  of  us 
any  good  to  move  forth  another  legislative  package  that  cannot 
move  to  final  completion.  It's  a  disservice  to  the  industry,  it's  a  dis- 
service to  our  colleagues  in  the  Congress,  and  most  of  all,  it's  a  dis- 
service to  the  dairy  farmers  of  this  country  to  once  again  raise  false 
hopes  and  not  fulfill  those  false  hopes  we've  raised. 

I  would  suggest  that  there  are  probably  four  areas  that  I  would 
like  members  and  witnesses  to  focus  on.  This  question  of  how  do 
we  enable  modernization  in  the  dairy  industry,  both  in  terms  of  the 
markets  and  in  terms  of  the  structure  of  the  dairy  industry  in  this 
country,  is  absolutely  key.  Second,  I  have  to  tell  you,  we're  going 
to  have  to  resolve  the  issue  of  the  dairy  export  enhancement  pro- 
gram and  the  role  of  the  board's  exports,  as  determined  by  the  tes- 
timony we're  going  to  receive  from  USDA  later  this  afternoon. 

Third,  the  question  of  assessments  continues  to  trouble  me.  It  is 
an  area  where  the  dairy  farmers,  I  think,  speak  more  loudly  than 
those  of  us  involved  in  dairy  policy.  I  know  of  nothing  we  have 
done  to  the  dairy  farmers  in  this  country  that  they've  objected  to 
more  than  the  assessments  we've  imposed  on  them  in  the  past,  and 


I  think  the  potential  for  future  and  greater  assessments  will  be  re- 
ceived even  with  less  enthusiasm. 

Fourth,  and  finally,  I  think  we  do  have  to  struggle  with  this 
issue  of  what  is  the  role,  the  power,  the  selection,  the  design,  and 
the  structure,  very  frankly,  of  the  board,  because  I  think  that  really 
gets  to  the  heart  of  a  lot  of  the  controversy,  and  more  important, 
I  think  it  gets  to  the  question  of  whether  this  board  can  and  will 
be  a  successful  board  in  the  future. 

So  these  are  just  some  of  the  issues  that  I  hope  we  can  talk 
about  this  afternoon.  I  know  between  House  votes  and  dealing  with 
NAFTA  in  the  ag  committee  next-door,  it's  going  to  be  back  and 
forth  this  afternoon.  So  I  would  call  on  my  colleagues  and  those  of 
you  who  are  testifying,  I  hope  this  dialog  over  the  next  few  weeks 
can  continue  as  we  try  to  resolve  some  of  these  issues. 

With  that,  Mr.  Chairman,  thank  you. 

Mr.  Volkmer.  The  Chair  recognizes  the  gentleman  from  Califor- 
nia. 

OPENING  STATEMENT  OF  HON.  CALVIN  M.  DOOLEY,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  CALIFOR- 
NIA 

Mr.  DOOLEY.  Thank  you,  Mr.  Chairman.  I'll  be  real  brief,  but  I 
know  Mr.  Condit  probably  shares  a  little  bit  of  a  sense  of  history 
here  when  this  is  the  first  committee  hearing  we've  had  since  Cali- 
fornia has  become  the  No.  1  dairy-producing  State  in  the  Nation, 
and  we  take  great  pride  in  that. 

I  also  want  to  point  out  that  some  of  the  comments  that  have 
characterized  California  dairy  farmers  as  being  factories,  I  think, 
are  much  misguided.  I  know  that  Mr.  Condit's  and  my  dairy  farm- 
ers are  all  family  farms  that  are  responding  to  the  market  signals 
and  have  become  some  of  the  more  efficient  producers  in  the  Na- 
tion, and  that's  why  we  have  gained  that  position.  Hopefully,  as  we 
move  forward  with  this  consideration  of  dairy  policy,  we  will  under- 
stand that  the  successful  dairy  farmers  are  going  to  be  the  ones 
who  can  most  effectively  respond  to  the  real  market  signals  that 
are  out  there. 

Mr.  GUNDERSON.  Will  the  gentleman  yield  on  that? 

Mr.  Dooley.  Yes,  Mr.  Gunderson. 

Mr.  Gunderson.  I've  got  to  figure  out,  is  this  the  same  State 
that  said  if  we  eliminated  the  milk  allowance  2  years  ago,  their 
dairy  industry  would  die? 

Mr.  Dooley.  Mr.  Gunderson,  I'll  have  to  plead  ignorance  on  that. 
Only  being  here  a  short  time,  I  didn't  participate  in  that  discus- 
sion. [Laughter.] 

Mr.  Volkmer.  The  gentlemen  from  Oregon? 

Mr.  Smith  of  Oregon.  Mr.  Chairman,  I  ask  that  my  prepared 
statement  be  made  part  of  the  record. 

Mr.  Volkmer.  Without  objection,  your  prepared  statement  and 
any  other  prepared  statements  received  from  our  members  will  ap- 
pear in  the  record  at  this  point. 

[The  prepared  statements  of  Mr.  Lewis  and  Mr.  Smith  of  Oregon 
follow:] 


STATEMENT  OF 

THE  HONORABLE  TOM  LEWIS  OF  FLORIDA 

SUBCOMMITTEE  ON  LIVESTOCK 

OF  THE 

COMMITTEE  ON  AGRICULTURE 

OCTOBER  26,  1993 


Mr.  Chairman,  back  in  July  when  the  first  hearing  was  held  on  H.R.  2664,  The  Dairy 
Self -Help  Initiative  Act  of  1993,  dairy  producers  in  Florida  raised  strong  objections  and  serious 
concerns  with  this  legislation.  Since  that  time,  producers  in  Florida  have  had  the  opportunity 
to  review  the  legislation  and  assess  its  impact  on  their  production.  Mr.  Chairman,  their 
assessment  is  that  this  legislation  has  not  changed  and  is  still  not  in  the  best  interest  of  dairy 
farmers  in  the  state  of  Florida. 

First,  dairy  farmers  in  Florida  are  concerned  with  the  creation  of  a  dairy  board  or 
commission  that  would  have  the  authority  to  take  title  to  product,  be  authorized  to  purchase, 
store,  and  dispose  of  that  product,  and  to  assess  dairy  farmers  for  the  costs.  Mr.  Chairman,  this 
could  become  another  layer  of  unnecessary,  costly  bureaucracy  that  would  be  duplicating 
activities  that  should  be  the  responsibility  of  the  Department  of  Agriculture. 

Mr.  Chairman,  Florida  is  a  deficit  market  for  dairy  products,  and  this  legislation  places 
serious  limitations  on  production  through  additional  assesments.  This  could  be  especially 
detrimental  to  producers  in  Florida  who  may  have  been  adversely  affected  by  factors  outside 
their  control  one  year,  and  then  in  the  following  year  resume  normal  production  and  be 
penalized.  Furthermore,  as  basically  a  supply  management  plan,  this  legislation  would  be 
unnecessarily  penalizing  dairy  producers  in  Florida  as  they  simply  respond  to  the  market  forces 
surrounding  them. 

Mr.  Chairman,  as  far  as  the  dairy  producers  in  Florida  are  concerned,  the  idea  of  dairy 
self-help  is  certainly  something  everybody  supports,  but  the  possibility  of  ever  growing 
assessments  is  something  that  will  not  assist  this  industry.  Finally,  the  existing  program  is  a 
better  program  for  Florida  than  any  of  the  suggested  alternatives. 

Thank  you  Mr.  Chairman. 


STATEMENT  OF  ROBERT  F.  SMITH 

BEFORE  THE 

SUBCOMMITTEE  ON  LIVESTOCK 

OCTOBER  26,  1993 


Mr.  Chairman,  thank  you  for  this  opportunity  to  follow  up  to  our  hearing 
three  months  ago  to  review  the  provisions  of  HR  2664,  the  Dairy  Budget 
Reconciliation  and  Self -Help  Initiative  Act  of  1993. 

It  seems  like  only  yesterday  when  the  members  of  this  committee  were 
trying  to  craft  comprehensive  dairy  legislation.   I  recall  that  the 
Administration,  the  various  sectors  of  the  dairy  and  livestock  industry,  and 
this  committee  spent  the  better  part  of  the  summer  of  1991  in  this  effort. 

In  reviewing  files  from  that  process,  I  came  upon  my  list  of  criteria 
for  a  successful,  workable  legislative  proposal  for  dairy.   I  believe  that 
list  is  still  valid  today,  so  I  would  like  to  recap  my  ideas  on  the  subject. 

As  anyone  who  has  followed  the  activities  of  the  House  Committee  on 
Agriculture  over  the  last  decade  knows,  I  believe  we  must  take  care  to  prevent 
adverse  impacts  of  any  dairy  policy  on  other  agriculture  sectors,  such  as 
livestock  producers.   It  simply  does  not  make  sense  to  solve  problems  in  one 
area,  and  create  them  in  another. 

I  take  some  comfort  in  the  fact  that  the  analysis  the  Administration  has 
recently  provided  does  not  indicate  a  significant  increase  in  the  dairy  cow 
culling  rate  when  a  projected  implementation  of  a  two-tier  program  occurs  in 
1995. 

However,  we  all  must  remember  that  the  two  tier  provision  in  the  1991 
proposal  would  have  caused  additional  cow  kill  of  300,000-350,000,  mostly  in 
the  first  quarter  after  implementation.   Of  course  this  would  have  had  a 
devastating  impact  on  beef  markets. 

For  this  reason,  I  think  it  is  important  to  take  an  even  closer  look  at 
this  proposal.   Before  we  proceed  with  this  legislation,  I  would  be  interested 
in  seeing  an  analysis  by  independent  sources  such  as  the  Food  and  Agricultural 
Policy  Research  Institute  (FAPRI)  and  Texas  A&M. 

An  important  test  of  any  proposal  is  whether  or  not  it  has  real  impacts 
on  dairy  farmer  income.   Individual  producers  should  be  allowed  to  increase 
their  income  and  they  should  be  able  to  do  so  in  a  stable  price  environment. 

Any  proposal  should  include  appropriate  tools  to  curb  the  production  of 
milk  in  excess  of  overall  market  needs.   We  must  avoid  conditions  of  dramatic 
overproduction,  which  often  lead  to  industry  crisis  and  emergency,  stopgap 
solutions  resulting  in  market  disruption  and  turmoil. 

And  finally,  we  have  to  remember  our  responsibility  to  consumers.   Dairy 
legislation  must  ensure  a  reliable  and  adequate  supply  of  pure  and  wholesome 
milk  and  dairy  products  for  the  consumer  at  reasonable  prices.   While  we  are 


hear  to  represent  production  agriculture,  it  is  important  to  remember  that  it 
is  the  consumers  and  taxpayers  who  will  ultimately  judge  our  work. 

Mr.  Chairman,  these  are  the  themes  I  will  use  today  as  I  listen  to  our 
witnesses  and  ask  questions.   These  are  also  the  benchmarks  by  which  I  will 
consider  this  proposal. 
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Mr.  Volkmer.  Would  any  other  members  like  to  make  an  open- 
ing statement?  The  gentleman  from  Ohio. 

Mr.  Boehner.  Thank  you,  Mr.  Chairman.  I  just  want  to  welcome 
all  those  from  the  industry  to  the  hearing  today  and  the  discussion 
that  is  continuing.  I  don't  want  to  take  up  a  great  deal  of  time,  be- 
cause opening  statements  just  make  everybody  wait  longer,  but  I 
do  want  to  welcome  my  constituent,  Herman  Brubaker,  from  Milk 
Marketing,  a  big  co-op  in  the  Midwest.  It  was  through  Herman's 
efforts  that  I  sit  on  this  subcommittee — at  his  suggestion,  I  should 
say — and  we're  glad  to  have  you  here,  Herman. 

Mr.  Volkmer.  With  that,  we'll  proceed  with  our  first  witness. 
Our  first  witness  is  our  colleague  from  the  State  of  Vermont,  Mr. 
Bernard  Sanders. 

Bernie,  your  statement  will  be  made  a  part  of  the  record.  You 
may  either  summarize  or  review  it  in  full. 

STATEMENT  OF  HON.  BERNARD  SANDERS,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  VERMONT 

Mr.  Sanders.  Thank  you  very  much,  Mr.  Chairman,  for  holding 
this  hearing  and  allowing  me  to  say  a  few  words  about  it.  Let  me 
begin,  with  all  due  respect,  in  disagreement  with  some  of  your 
opening  remarks. 

What  you  are  suggesting  basically  is  that  given  the  real  world  of 
the  U.S.  Congress,  to  try  to  do  the  right  thing,  which  is  a  two-tier 
supply  management  system,  is  impossible  because  of  the  politics  of 
the  place;  therefore,  you  suggest  another  type  of  program.  I  would 
argue  that  the  real  question  that  we've  got  to  address  is  why  in 
fact  the  U.S.  Congress  cannot  respond  to  the  legitimate  needs  of 
dairy  farmers  and  family  farmers  all  over  this  country,  and  I  think 
it  is  important  that  we  raise  the  right  issue,  that  we  bring  forth 
the  right  program,  and  that  we  fight  for  that,  not  just  an  academic 
exercise. 

I  fear  very  much  that  if  present  trends  continue,  we're  going  to 
lose.  Every  single  day  or  every  single  month  in  the  State  of  Ver- 
mont, we  are  losing  more  and  more  dairy  farms,  and  I'm  sure  it's 
the  same  thing  in  Missouri,  and  I'm  sure  it's  the  same  thing  in 
Wisconsin  and  in  Minnesota.  Our  family  farms  are  disappearing, 
and  if  we  come  up  with  all  of  the  practical  solutions  in  the  world 
that  get  past  this  place  and  do  nothing  in  order  to  protect  the  dairy 
farmers  of  America  or  the  family  farmers,  we  lose.  We  lose. 

So  I  would  suggest  that  we  do  the  right  thing.  We  have  a  new 
President,  who  presumably  is  more  sympathetic  to  family  farmers 
and  working  people,  and  hopefully  we  can  win  the  fight. 

Mr.  Chairman,  the  National  Milk  Producers  Federation  wants  us 
to  believe  that  the  dairy  industry  is  united  in  support  of  the  self- 
help  proposal.  It's  my  view  that  that  is  not  true,  and  it's  not  true 
for  a  good  reason.  Polls,  meetings,  hearings,  and  discussions  with 
dairy  farmers  confirm  that  the  majority  of  dairy  farmers  support 
a  two-tier  pricing  program.  A  1991  poll  by  Hoard's  Dairyman,  for 
example,  found  over  75  percent  of  farmers  supported  supply  man- 
agement, and  over  80  percent  of  them  supported  2-tier  pricing.  In 
the  State  of  Vermont,  the  numbers  are  similar. 

Farmers  are  also  being  asked  to  believe  that  they  should  support 
the  self-help  program  because  it  is  the  only  proposal  on  the  table, 


and  I'm  very  happy  to  announce  to  you  that  today  we  are  going  to 
be  entering  a  two-tier  supply  management  program,  so  self-help 
will  not  be  the  only  dairy  farm  program  on  the  table. 

The  bottom  line  on  self-help,  in  my  view,  is  not  very  complicated. 
USDA  says  this  bill  would  increase  farmers'  average  annual  milk 
price  by  less  than  1  cent  per  hundredweight.  USDA  says  that  farm 
cash  receipts  under  this  program  will  be  $120  million  lower.  Clear- 
ly, farmers  do  not  need  and  cannot  afford  this  kind  of  help.  If  we 
are  serious  about  protecting  our  family  farmers,  we've  got  to  do  a 
lot  better  than  that. 

The  question  is  not  whether  we  should  support  self-help.  We  ob- 
viously, in  my  view,  cannot.  The  question  is;  What  kind  of  dairy 
program  will  achieve  the  two  goals  of  a  positive  impact  on  dairy 
farm  income  and  a  reduction  in  budget  costs?  I  think  those  are  rea- 
sonable goals  to  try  to  achieve.  I  suggest  we  listen  to  the  producers, 
who  for  years  have  been  telling  us  that  a  two-tier  supply  manage- 
ment program  like  the  Dairy  Nutrition  Act  will  work.  I  will  remind 
you  that  the  USDA's  1991  analysis  of  dairy  supply  management 
options  supported  the  producers,  finding  two-tier  the  most  effective 
and  least  costly  alternative.  That's  what  the  USDA  told  us  after  a 
lengthy  study  that  many  of  us  requested. 

Whereas,  the  self-help  approach  will  actually  take  more  money 
out  of  the  pockets  of  farmers,  the  Dairy  Nutrition  Act,  which  I  am 
introducing  today,  will  establish  a  supply  management  program 
that  will  increase  and  stabilize  farm  prices,  and  not  require  assess- 
ments for  any  milk  sold  on  the  commercial  market.  The  self-help 
approach  seeks  to  subsidize  attempts  by  dairy  processors  and  mul- 
tinational traders  to  export  surplus  milk  on  the  world  market.  The 
problem  is  we  don't  know  where  these  markets  are.  The  USDA 
tells  us  they  probably  don't  exist  at  all.  We  do  know  that  the  world 
price  today  is  only  about  $6  per  hundredweight.  Finally,  we  know 
that  this  type  of  export-dumping  policy  will  not  sit  well  with  our 
trading  partners  or  with  the  United  States  Trade  Office. 

The  Dairy  Nutrition  Act,  on  the  other  hand,  will  meet  the  com- 
mercial demand  for  milk  and  provide  a  stable  supply  of  dairy  prod- 
ucts for  use  in  domestic  nutrition  programs,  right  here  at  home,  at 
a  significant  budget  savings.  It  does  two  things.  It  gives  farmers  a 
fair  and  stable  price,  and  it  will  end  up  saving  the  Government 
money  in  purchasing  milk  for  our  nutrition  programs. 

Self-help  wants  to  add  new  layers  of  needless  bureaucracy  on  top 
of  the  existing  dairy  program.  The  Dairy  Nutrition  Act  will  replace 
it  with  common  sense,  farmer  controlled  programs  linking  the 
needs  of  farmers,  consumers,  and  Federal  nutrition  programs.  This 
linking  of  dairy  producers  and  nutrition  programs  is  at  the  center 
of  the  Dairy  Nutrition  Act. 

In  my  view,  it  is  time  to  reevaluate  what  we  mean  by  surplus 
milk.  I  have  a  real  problem  hearing  about  surplus  milk  when  5  mil- 
lion children  in  the  United  States  of  America  are  hungry  today.  I 
think  it's  about  time  we  reevaluate  that  whole  issue  of  surplus. 
Dairy  farmers  are,  on  average,  forced  to  sell  their  milk  at  prices 
below  their  cost  of  production.  That's  what's  going  on  today.  But 
the  saddest  fact  is  that  while  farmers  are  drowning  in  the  so-called 
surplus,  we  have  a  very  real  problem  with  hunger  and  malnutrition 
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in  the  United  States  of  America.  Not  many  blocks  away  from  here, 
as  a  matter  of  fact. 

Are  dairy  farmers'  prices  really  low  because  they  produce  too 
much  milk?  If  so,  we  have  to  ask  why  so  many  Americans  are  going 
hungry  in  the  midst  of  the  so-called  surplus;  why  the  food  bank  in 
my  city  of  Burlington,  Vermont,  hasn't  had  surplus  cheese  to  dis- 
tribute since  1989;  why,  with  the  so-called  milk  surplus,  we  can't 
find  cheese  for  the  emergency  food  assistance  program;  why,  with 
this  so-called  overproduction,  the  Federal  Government  is  buying 
dairy  products  at  market  prices  rather  than  at  surplus  prices.  I  re- 
ject this  concept  of  surplus. 

Dairy  farmers  really  have  two  consumers 

Mr.  Volkmer.  Bernie,  you've  got  about  1  minute  to  close.  The 
reason  I  have  to  do  that  is  we've  got  a  vote  on,  and  we're  down  to 
less  than  5  minutes  now  on  the  vote. 

Mr.  Sanders.  Dairy  farmers  really  have  two  consumers.  One  is 
the  shopper  in  the  grocery  store,  and  the  second  is  the  U.S.  Gov- 
ernment, which  has  the  legal  and  moral  obligation  to  feed  our  hun- 
gry people  and  our  children.  I  would  submit  to  you,  Mr.  Chairman, 
and  I'm  going  to  have  to  submit  it  in  writing,  that  the  only  rational 
approach  to  those  problems  is  a  two-tier  supply  management  sys- 
tem which  not  only  guarantees  farmers  a  fair  price  for  what  they 
produce  within  supply  management,  but  at  the  same  time,  most 
importantly,  will  sell  to  the  Government  for  30  percent  of  commer- 
cial price  the  nutritional  needs  of  our  country. 

So  this  becomes  a  very  rational  program  for  those  of  us  who  are 
concerned  about  the  budget  deficit,  and  it  is  certainly  a  rational 
program  for  those  of  us  who  want  to  maintain  dairy  family  farming 
in  this  country. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Sanders  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Volkmer.  Thank  you  very  much,  Bernie. 

We  will  recess  now  for  the  vote,  and  when  we  return  we'll  have 
our  next  witness,  Randy  Weber  from  USDA. 

[Recess  taken.] 

Mr.  Volkmer.  The  subcommittee  will  come  to  order. 

Our  next  panel  will  be  Mr.  Bruce  Randy  Weber,  Acting  Adminis- 
trator, Agricultural  Stabilization  and  Conservation  Service,  U.S. 
Department  of  Agriculture. 

Randy,  your  statement  will  be  made  a  part  of  the  record  along 
with  a  copy  of  the  letter  of,  I  believe  it  was,  October  21  giving  the 
analysis,  and  you  may  either  summarize  or  review  your  statement 
in  full,  however  you  so  desire.  Go  ahead,  Randy. 
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STATEMENT  OF  BRUCE  R.  WEBER,  ACTING  ADMINISTRATOR, 
AGRICULTURAL  STABILIZATION  AND  CONSERVATION  SERV- 
ICE, U.S.  DEPARTMENT  OF  AGRICULTURE,  ACCOMPANIED 
BY  CHARLES  SHAW,  DIRECTOR,  DAIRY  ANALYSIS  DP/ISION; 
JOHN  MENGEL,  ANALYST,  DAIRY  ANALYSIS  DP/ISION;  WIL- 
LARD  BLANCHARD,  DIRECTOR,  DAIRY  DP/ISION,  AGRICUL- 
TURAL MARKETING  SERVICE;  AND  ROBERT  WICKS,  DEPUTY 
DIRECTOR,  DAIRY,  LP/ESTOCK  AND  POULTRY  DP/ISION, 
FOREIGN  AGRICULTURAL  SERVICE 

Mr.  Weber.  Thank  you,  Mr.  Chairman.  Before  I  start,  I  wanted 
to  tell  you  that  I  have  some  other  people  with  me  today.  They  are 
Willard  Blanchard  with  the  Agricultural  Marketing  Service; 
Charles  Shaw  from  ASCS;  John  Mengel  from  ASCS;  and  Robert 
Wicks  from  the  Foreign  Agricultural  Service.  They  are  the  experts 
and  will  answer  the  questions  that  you  might  have  today. 

Mr.  Chairman  and  members  of  the  subcommittee,  I  am  happy  to 
be  here  today  to  review  with  you  our  analysis  of  the  dairy  program 
set  out  in  H.R.  2664.  The  multifaceted  program  put  forth  in  this 
bill  would  introduce  significant  elements  of  change  and  complexity 
to  our  dairy  program.  The  bill  has  laudable  objectives  in  terms  of 
seeking  to  improve  farm  income  while  limiting  cost  to  taxpayers  by 
placing  more  responsibility  on  producers.  However,  portions  of  the 
bill  could  lead  to  decreased  farm  income  and  lessened  production 
innovations,  and  could  be  viewed  as  inconsistent  with  the  adminis- 
tration's trade  policy.  Therefore,  the  administration  cannot  support 
H.R.  2664  as  currently  drafted  and  will  work  with  the  committee 
to  have  our  concerns  addressed. 

I  can  say  today  that  the  concerns  that  we  raised  at  your  July  21, 
1993,  hearing  on  this  bill  remain  valid.  These  concerns  included 
the  impact  that  the  two-tier  pricing  provisions  of  this  bill  would 
have  on  producer  incentives  to  adopt  new  technology,  thereby  slow- 
ing productivity  increases  and  hindering  U.S.  competitiveness.  A 
second  concern  was  the  lack  of  criteria  provided  for  the  Secretary 
to  evaluate  the  proposed  Dairy  Board's  plan  of  action.  A  third  con- 
cern was  the  costly  duplication  of  staff  and  efforts  to  dispose  of  sur- 
plus products.  A  fourth  concern  dealt  with  the  complicated  pool 
funding  procedure  that  would  partially  replace  our  current  system 
for  collecting  assessments  from  dairy  farmers.  Our  final  concern 
was  that  adoption  of  this  program  could  be  viewed  as  inconsistent 
with  the  U.S.  position  in  the  GATT  Uruguay  Round  negotiations. 
In  order  to  fulfill  our  proposed  commitment  under  the  GATT  Uru- 
guay Round  negotiations,  export  subsidy  operations  of  the  Dairy 
Board  would  have  to  be  subject  to  U.S.  Government  approval. 

At  the  request  of  your  subcommittee,  the  Department  undertook 
an  analysis  of  H.R.  2664  to  determine  impacts  on  dairy  farmers, 
consumers,  and  Government  outlays.  That  analysis  was  forwarded 
to  your  subcommittee  last  week.  In  our  judgment,  allowing  the 
board  to  participate  in  the  export  of  subsidized  dairy  products  could 
increase  exports  for  cash  by  10  percent  or  less,  assuming  that  the 
Department  continues  to  operate  the  current  export  incentive  pro- 
gram as  presented  by  the  budget  baseline. 

To  accomplish  this  modest  increase,  the  average  subsidy  would 
have  to  be  increased  by  15  percent.  The  U.S.  proportion  of  the 
international  market  for  dairy  products  would  not  increase,  but  the 


12 

international  market  would  be  slightly  expanded  by  a  depression  of 
international  prices.  It  is  our  view  that  the  board  could  increase  do- 
mestic market  prices  only  slightly  above  the  levels  which  could  be 
expected  with  the  current  programs  operated  by  the  Department. 
We  estimate  that  the  average  annual  all  milk  price  over  the  study 
period  would  increase  by  less  than  1  cent  per  hundredweight. 

It  was  concluded  that  the  bill  would  generate  savings  of  about 
$150  million  for  CCC  over  the  fiscal  year  1994-1998  period,  largely 
through  reduced  Federal  funds  going  to  the  dairy  export  incentive 
program,  or  DEIP.  The  primary  source  of  these  savings  was  from 
dairy  farmers  assuming  DEIP  costs  previously  paid  by  CCC.  Farm 
income,  as  measured  by  cash  receipts  for  milk  marketings  after  as- 
sessments, is  projected  to  be  about  $120  million  lower  during  the 
5-year  period.  Consumer  expenditures  on  milk  and  dairy  products 
would  increase  by  $45  million  over  the  period. 

That  concludes  my  comments,  and  we  would  take  any  questions 
you  might  have. 

[The  prepared  statement  of  Mr.  Weber  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  VOLKMER.  Thank  you  very  much,  Randy.  In  the  event  that 
there  would  be  a  reduction  in  funds  for  the  DEIP  program,  then 
it  would  mean  that  we  would  necessarily  reduce  the  amount  of  ex- 
ports by  the  Government.  Is  that  correct? 

Mr.  Weber.  That  is  correct. 

Mr.  Volkmer.  Are  we  presently  exporting  about  the  maximum 
that  we  can  under  the  DEIP? 

Mr.  Weber.  Yes,  I  believe  that  is  true. 

Mr.  Volkmer.  So  basically  what  you're  telling  me  is  that  as  long 
as  we  would  maintain  the  DEIP  at  present  expenditures,  we  can 
perhaps  continue  the  amount  of  exports  that  we  presently  have,  in 
general. 

Mr.  Weber.  In  general,  yes. 

Mr.  Volkmer.  But  as  I  understand  also,  there  would  be  no  ex- 
pansion in  those  exports  without  an  increase  in  funds. 

Mr.  Weber.  That  is  very  likely,  yes.  I've  been  informed  that  the 
limiting  factor  is  the  targeted  countries,  not  the  dollar  amount.  I 
stand  corrected. 

Mr.  Volkmer.  In  other  words,  even  if  we  added  another  $500 
million,  we  wouldn't  be  able  to  expand.  Is  that  what  you're  telling 
me? 

Mr.  Weber.  We're  working  with  CCC  borrowing  authority  now, 
so  if  the  targeting  levels  were  increased,  we  could  find  more  funds, 
yes. 

Mr.  Volkmer.  In  other  words,  you're  saying  that  there  is  room 
for  expansion  if  the  funds  were  available? 

Mr.  Weber.  What  I'm  saying  is  the  funds  may  be  available. 
What  I'm  hearing  is  that  the  room  for  expansion  may  not  be  there. 

Mr.  Volkmer.  So  even  if  we  added  more  funds,  there  would  not 
be  room  for  expansion. 

Mr.  Weber.  Right. 

Mr.  Volkmer.  Now,  these  estimates  that  you've  done  on  the  bill 
basically  rely  on  estimates  you've  made  or  the  Department  has 
made  as  to  the  amount  of  production  next  year,  correct? 

Mr.  Weber.  That  is  correct. 
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Mr.  Volkmer.  And  the  amount  of  oversupply  that  we  have  in 
this  country,  correct? 

Mr.  Weber.  That  is  correct. 

Mr.  Volkmer.  Now,  for  the  record,  I'd  like  for  you  to  provide  me 
with  estimates  that  you  had  made  and  the  Department  had  made 
through  1989  for  1990,  through  1990  for  1991,  through  1991  for 
1992,  and  through  1992  for  1993. 

Mr.  Weber.  We  will  do  that  for  the  record,  yes. 

[The  information  follows:] 
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Mr.  VOLKMER.  Now  for  the  record,  I'd  like  for  you  to  provide  me 
with  estimates  that  you  had  made  and  the  Department  had  made 
through  1989  for  1990,  through  1990  for  1991,  through  1991  for 
1992,  and  through  1992  for  1993. 

Response:  The  following  table  presents  the  estimates  of  surplus 
dairy  products  on  a  milk  eguivalent,  total  solids  basis,  as 
projected  in  the  President's  budget  for  each  listed  fiscal  year. 
Actual  surpluses  also  are  presented. 


PROJECTED  AND  ACTUAL  PURCHASES  OF  SURPLUS  DAIRY  PRODUCTS 
UNDER  THE  MILK  PRICE  SUPPORT  PROGRAM,  FY  1990-93. 


President's  Budget 
Estimate  1/ 

Actual 

Bil.  Lbs., 

M.E..  T.S. 

FY  1990 

5.7 

3.5 

FY  1991 

4.8 

7.1 

FY  1992 

6.0 

5.2 

FY  1993 

6.8 

6.0  2/ 

M.E.:   Milk  eguivalents  of  dairy  products  purchased 

under  price  support. 
T.S.:   Based  on  total  solids  in  purchased  products. 
1/  Estimate  made  10  months  prior  to,  and  released 

7  months  prior  to  the  beginning  of  the  fiscal  year. 
2/   Preliminary. 
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Mr.  Volkmer.  If  I  remember  right,  some  of  those  weren't  exactly 
accurate.  Is  that  right,  Mr.  Shaw? 

Mr.  Shaw.  I  think  we've  gotten  better  as  we  go  along,  Congress- 
man. 

Mr.  Volkmer.  You're  doing  better? 

Mr.  Shaw.  I  believe  so,  yes,  sir. 

Mr.  Volkmer.  I  mean,  you've  had  an  awful  long  time  to  learn. 
[Laughter.] 

If  these  estimates  are  not  accurate,  then,  of  course,  that  has  an 
effect  on  the  results  of  the  legislation,  too.  Is  that  right,  Mr.  Shaw? 

Mr.  Shaw.  Well,  that's  true  on  the  current  program  as  well  as 
the  program  that  we're  debating  here  today.  The  estimates  will  be 
very  important  on  that  one  as  well. 

Mr.  Volkmer.  What  is  your  present  estimate  for  the  amount  of 
CCC  purchases  next  year? 

Mr.  Shaw.  For  the  calendar  year,  we're  required  to  send  up  a  no- 
tification twice  a  year,  on  August  1  and  November  20.  Our  estimate 
on  August  1  was  7.3  billion  pounds  of  milk-equivalent  total  solids 
basis  for  calendar  year  1994.  We  will  be  updating  that  estimate  fol- 
lowing one  more  crop  report  and  one  more  milk  production  report 
in  November  and  forwarding  up  to  the  Congress  our  November  20 
estimate. 

Mr.  Volkmer.  I  have  no  further  questions. 

The  gentleman  from  Wisconsin. 

Mr.  Gunderson.  Thank  you,  Mr.  Chairman. 

I  can't  help  but  say,  as  I  listen  to  your  testimony,  that  adminis- 
trations of  both  parties  come  and  go,  but  your  opposition  to  dairy 
policy  remains  consistent.  There's  a  small  consolation  being  a  Re- 
publican, at  least  now  that  this  opposition  is  bipartisan  over  the 
years.  That  doesn't  solve  our  problem  here  today. 

Let  me  go  through  a  number  of  questions  with  you  in  as  much 
time  as  I  have  here.  First  of  all,  I  have  to  tell  you  I'm  a  bit  in- 
trigued by  your  analysis  suggesting  that  any  export  activity  by  the 
board  would  be  considered  subsidized  exports,  subject  to  a  reduc- 
tion by  any  negotiated  GATT  agreement.  Would  you  please  explain 
why  sales  by  a  producer  board  would  be  considered  subsidized  ex- 
ports? 

Mr.  Weber.  Mr.  Gunderson,  I  will  let  Mr.  Wicks  respond  to  that. 

Mr.  WlCKS.  Mr.  Gunderson,  the  response  is  simply  based  on  our 
understanding  that  if  in  fact  the  USDA  has  oversight  on  the  board, 
as  is  suggested  in  the  bill,  that  it — the  board — is  not  independent 
and,  therefore,  would  be  subject  to  the  disciplines  under  the  pro- 
posed GATT,  as  we  anticipate. 

Mr.  Gunderson.  Can  you  give  us  the  Department's  rec- 
ommended legislative  language  which  would  give  the  board  suffi- 
cient independence  so  as  not  to  be  guilty  of  subsidized  exports?  Is 
that  possible? 

Mr.  WlCKS.  We  can  certainly  try.  I  can't  do  that  today  for  you. 

[The  information  follows:! 
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Mr.  GUNDERSON.  Can  you  give  us  the  Department's  recommended 
legislative  language  which  would  give  the  board  sufficient 
independence  so  as  not  to  be  guilty  of  subsidized  exports?  Is  that 
possible? 

Response: 

The  general  conditions  which  we  believe  could  (or  might)  enable  a 
board  to  operate  without  being  subject  to  GATT  reduction 
commitments  as  set  forth  in  paragraph  C  of  Article  9  of  the  text  on 
Agriculture  in  the  Dunkel  Draft  Final  Act,  follow: 

Payments  on  the  export  of  an  agricultural  product  that  are 
financed  by  virtue  of  governmental  action,  whether  or  not  a 
charge  on  the  public  account  is  involved,  including  payments 
that  are  financed  from  the  proceeds  of  a  levy  imposed  on  the 
agricultural  product  concerned  or  on  an  agricultural  product 
from  which  the  exported  product  is  derived. 

Broadly  interpreting  this  provision,  it  is  our  belief  that  a  board 
would  not  be  subject  to  the  above  noted  commitments  if  the  Board 
was  in  no  way  supported  by  government  action.  Such  a  board  would 
need  to  be  voluntarily  selected  and  funded  by  producers  without 
government  involvement,  oversight,  or  sanctioning  of  assessments. 
A  definitive  legal  interpretation  has  not  been  made. 

As  background,  it  is  worth  noting  that  our  Uruguay  Round 
commitments  would: 

a)  replace  Section  22  protection  with  a  tariff  that  would  be 
reduced  by  15  percent  over  6  years. 

b)  reduce  the  volume  of  our  subsidized  exports  by  21  percent 
and  reduce  our  budgetary  outlays  for  subsidizing  exports 
by  36  percent  over  a  period  of  6  years. 
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Mr.  Gunderson.  No,  but  if  you  can  get  your  legal  counsel  down 
there  to  try  to  help  us,  because  we  need  to  know,  is  the  problem 
the  fact  that  there  is  a  board?  Is  it  that  they're  subject  to  Secretary 
approval?  Is  it  the  configuration  of  the  board?  Is  it  something  in 
the  self-help  program,  because  we  have  a  purchase  program?  I 
mean,  some  of  this  doesn't  make  sense,  because  to  suggest  that 
New  Zealand,  which  is  "perfect"  in  the  export  market,  doesn't  buy 
any  Government  product  is  bizarre.  We  all  know  they  do.  They  buy 
some  product  for  some  internal  use. 

Now,  at  our  last  hearing  in  July,  I  asked  you  for  a  number,  and 
the  number  we've  received  is  that  the  dollar  value  of  Government 
purchases  direct  or  through  supports  for  Government  programs  is 
$228  million.  So  that's  $228  million  for  Government  needs.  You 
can't  count  that  as  subsidy.  If  we  eliminated  the  dairy  program 
today,  that's  $228  million  in  purchases  that  would  exist.  So  we've 
got  to  then  figure  out  what  above  that  $228  million  "exists"  as  a 
subsidy,  and  I'm  not  sure  that  we  aren't  very  far  away  from  rede- 
signing the  self-help  where,  through  assessments  and  through  a 
board,  we  can't  cap  your  purchases  at  $228  million  and  free  up  this 
industry  to  do  what  needs  to  be  done. 

I  mean,  to  suggest  to  me  that  the  Foreign  Ag  Service  is  as  good 
at  finding  export  markets  as  a  producer  board  would  be,  I  find 
hard  to  believe.  I  think  there  would  be  a  significant  increase  in  ex- 
ports of  dairy  products  under  this  kind  of  a  proposal.  I  mean,  I 
think  it's  going  to  happen  anyway  as  a  result  of  NAFTA  and  other 
things,  but  I  have  to  tell  you  above  and  beyond  that,  if  this  board 
had  to  go  back  to  their  patron  members  and  suggest  why  they  had 
not  found  anymore  export  markets,  I  think  the  incentives  would  be 
there  to  work  pretty  aggressively  in  that  area. 

You  also  indicate  that  the  board  would  be  limited  in  its  sales  to 
only  those  countries  approved  for  DEIP  sales.  Why  is  that?  Why 
could  the  board  not  sell  to  everybody? 

Mr.  Weber.  Mr.  Gunderson,  we  will  have  to  get  back  to  you  on 
that. 

[The  information  follows:] 
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Mr.  GUNDERSON.  You  also  indicate  that  the  board  would  be  limited 
in  its  sales  to  only  those  countries  approved  for  DEIP  sales.  Why 
is  that?  Why  could  the  board  not  sell  to  everybody? 

Response: 

In  replying  to  an  earlier  question  (lines  629-631) ,  we  indicated 
that  the  Board's  export  activities  would  have  to  be  entirely 
independent  of  U.S.  government  involvement  in  order  to  comply  with 
proposed  GATT  Uruguay  Round  export  subsidy  constraints.  If  this 
independence  is  in  fact  achieved,  we  agree  that  the  Board's  export 
activities  would  not  be  subject  to  the  limitations  on  country  and 
commodity  selection  that  are  currently  applied  to  the  DEIP. 

However,  replying  to  your  specific  question,  and  assuming  the 
necessary  Uruguay  Round  independence  is  not  achieved,  we  continue 
to  believe  that  DEIP  policy  guidelines  described  below  would 
necessarily  be  extended  to  cover  the  Board's  export  activities. 

DEIP  sales  are  currently  constrained  by  two  factors:  the  size  of 
the  subsidy  request  and  the  impact  on  nonsubsidizing  suppliers. 
The  Department  limits  the  subsidy  payments  to  U.S.  exporters  to  an 
amount  necessary  to  be  competitive  with  other  subsidizing 
exporters . 

USDA  follows  four  guidelines  in  selecting  countries  and  commodities 
under  DEIP: 

— Trade  policy  effect:  DEIP  initiatives  must  be  expected  to 
further  the  U.S.  trade  policy  strategy  of  countering  the 
export  subsidies  and  unfair  trade  practices  of  competitors. 

— Export  effect:  The  initiative  must  be  expected  to 
develop,  expand,  or  maintain  markets  for  U.S.  dairy 
products . 

— Effect  on  nonsubsidizers:  The  initiative  must  not  be 
expected  to  have  more  than  a  minimal  adverse  effect  on 
nonsubsidizing  exporters. 

— Subsidy  requirements:  The  subsidy  must  be  maintained  at 
the  minimum  level  to  achieve  the  expected  benefits  of  the 
proqram's  export  expansion  and  trade  policy  objectives. 

The  list  of  eligible  countries  is  not  determined  by  the  Department 
alone,  but  is  the  product  of  interagency  consensus.  Members  of  the 
interagency  review  process  include  representatives  of  Agriculture, 
CEA,  Commerce,  NSC/NEC,  OMB,  State,  Treasury,  and  USTR.  Because  of 
the  Board's  proposed  close  relationship  with  USDA,  we  would 
anticipate  this  interagency  review  process  would  continue  to  be 
applied  to  Board  export  activities  in  a  manner  similar  to  that  of 
the  DEIP.  The  bill  specifies  that  the  Board  shall  seek  the  General 
Sales  Manager's  (GSM)  prior  approval  for  any  export  transactions 
under  the  program.  The  GSM  was  actively  involved  in  establishing 
the  DEIP  country  and  commodity  selection  guidelines.  As  a  matter 
of  consistency,  we  believe  the  GSM  would  continue  to  be  constrained 
by  these  guidelines  in  his  oversight  responsibilities  to  oversee 
Board  export  activities. 
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Mr.  Gunderson.  Your  analysis  also  seems  to  assume  that  the 
board's  export  activities  are  intended  as  a  substitution  for  the 
DEIP  program  for  those  purchases  in  excess  of  5  billion  pounds 
rather  than  as  a  compliment  to  the  DEIP  program.  Why  and  how 
did  you  make  that  assumption? 

Mr.  WlCKS.  Mr.  Gunderson,  the  reason  that  we  made  the  state- 
ment that  the  board  might  be  a  substitution,  it  is  our  belief  that 
we,  in  operating  the  DEIP,  basically  are  able  to  capture  all  of  the 
market  that  we  can  with  subsidy,  and  our  assumption  is  that  the 
only  additional  amount  that  could  be  captured  over  and  above  that 
which  we're  currently  able  to  capture  would  be  the  amount  that  is 
represented  by  those  proposed  exports  and  sales  with  the  subsidy 
which  have  a  subsidy  request  in  excess  of  the  guidelines  that  the 
Department  uses.  That's  where  we  see  it  being  additional. 

Mr.  Gunderson.  My  time  is  up. 

Mr.  Volkmer.  I'd  like  to  expand  that,  because  I  was  going  to  ask 
a  similar  question  on  my  second  round,  since  we  got  into  this.  It 
is  apparent  to  me  from  your  testimony  that — if  the  gentleman 
would  yield 

Mr.  Gunderson.  Yes,  go  ahead. 

Mr.  Volkmer.  That  you're  assuming,  like  the  gentleman  from 
Wisconsin  said,  that  the  work  that  the  board  does  with  exports 
would  be  in  place  of  DEIP  and  that  DEIP  would  just  fade  out. 
What  would  your  assumptions  be  if  we  provide  that  DEIP  stays, 
but  what  the  board  does  is,  like  the  gentleman  says,  complimentary 
or  in  addition  to  the  DEIP?  Does  that  change  any  of  your  assump- 
tions as  to  the  price  of  milk  and  the  milk  supply  and  everything 
else? 

Mr.  Mengel.  As  we  interpreted  the  bill,  the  Government  was  re- 
sponsible for  the  first  5  billion  pounds,  whether  or  not  it  was  a 
CCC  purchase  or  a  DEIP  using  Government  money.  Once  the  Gov- 
ernment reached  5  billion  pounds,  then  the  board  took  over  and  it 
was  their  responsibility  to  get  rid  of  everything  over  5  billion 
pounds.  It  was  our  interpretation  that  they  could  not  increase  very 
much — they  could  not  DEIP  for  credit,  because  that  would  be  giv- 
ing this  board  the  responsibility  to  use  Government  funds  for  cred- 
it. So  we  took  that  out,  so  that  left  about  60  percent  of  the  current 
DEIP  where  we  felt  they  could  DEIP  the  product  and  also  expand 
the  markets,  but  only  by  10  percent,  and  to  do  that  would  require 
additional  expenditures  of  about  15  percent  on  the  subsidies. 

Mr.  Volkmer.  All  right.  Then  what  if  we  went  up  to  6  billion 
pounds  instead  of  5  billion  pounds? 

Mr.  Mengel.  The  Government  responsibility  would  still  be  5  bil- 
lion, and  the  board  would  be  responsible  for  the  6  billion. 

Mr.  Volkmer.  What  if  we  change  the  proposal? 

Mr.  MENGEL.  Pardon? 

Mr.  Volkmer.  What  if  we  change  the  proposal  to  say  to  run  us 
to  6  billion  instead  of  5  billion? 

Mr.  Mengel.  The  Government  being  responsible  for  6  billion? 

Mr.  Volkmer.  Right. 

Mr.  Mengel.  That  would  take  the  board  out  of  it  most  of  the 
time  if  you  did  that,  because  most  of  our  estimates,  I  think,  are  6 
billion  or  below.  So  the  board  wouldn't  even  be  active  in  a  number 
of  years  if  you  did  that. 
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Mr.  VOLKMER.  All  right.  The  time  of  the  gentleman  has  expired. 

The  gentleman  from  California. 

Mr.  Condit.  Thank  you,  Mr.  Chairman. 

Mr.  Weber,  we  hear  much  discussion  about  the  expansion  of  ex- 
port markets.  Since  the  USDA  has  predicted  a  7-billion-pound  sur- 
plus for  1994,  has  the  ASCS  initiated  any  contact  with  the  Foreign 
Agricultural  Service  to  increase  the  emphasis  on  dairy  products  in 
its  plan  for  next  year? 

Mr.  Shaw.  I  think  it's  important  to  clarify  that  our  estimate  of 
7.3  billion  which  I  referenced  earlier,  Congressman,  is  our  estimate 
of  net  removals,  which  include  purchases  plus  DEIP,  so  we  have 
taken  the  estimates  from  the  Foreign  Ag  Service  as  to  what  they 
believe  they  can  DEIP  and  added  that  to  the  estimate  of  the  pur- 
chases, and  that's  all  included  in  the  7.3  billion.  So  a  sizable  por- 
tion of  that  7.3  billion  we  expect  to  be  DEIP'd. 

Mr.  Condit.  I've  got  some  additional  questions,  but  I  know  we've 
got  to  go  vote,  so  maybe  we  can  finish  this 

Mr.  VOLKMER.  I'll  ask  the  other  gentleman  from  California  if  he 
has  any  questions  before  we  vote. 

Mr.  Dooley.  I  was  just  interested,  Mr.  Weber,  in  the  Depart- 
ment's analysis.  Was  there  an  estimation  done  of  what  might  be 
additional  cost  to  USDA  in  terms  of  what  looks  like  increased  in- 
volvement by  ASCS  in  monitoring  and  recordkeeping  through  the 
production? 

Mr.  Shaw.  We  estimated  that  when  the  two-tier  portion  would 
come  in  for  a  short  period  of  time  in  one  of  the  years  and  we  had 
to  establish  bases,  we'd  have  a  cost  of  administering  that  portion 
of  it  at  $6  million.  We  did  not  make  any  estimate  of  salaries  or  ex- 
penses for  operating  the  regular  program,  as  we  don't  include  that 
now  in  our  budget  estimates  on  the  dairy  program. 

Mr.  Dooley.  So  the  $6  million  figure  is  estimated  cost  when  the 
two-tier  is  kicked  in? 

Mr.  Shaw.  That's  true. 

Mr.  Dooley.  I  was  just  looking  at  some  of  the  information  that 
we  have  that  talks  about  the  CCC  net  removals  over  the  last  basi- 
cally almost  8  to  9  years.  In  1985  we  peaked  out  at  almost  16  bil- 
lion pounds  net  removals,  and  1986  was  14  billion.  We've  now  got- 
ten it  much  more  under  control.  What  contributed  to  those  high 
numbers  of  net  removals  there? 

Mr.  Shaw.  Well,  the  high  level — I  believe  we  actually  peaked  in 
probably  fiscal  year  1983,  when  we  had  gone  from  a  price  support 
over  the  years  of  about  $9  up  to  a  high  of  about  $13.10,  with  the 
exception  of  20  days  when  I  think  it  was  $13.49.  We  had  a  guaran- 
teed increase  in  the  support  price  for  milk.  That  was  a  very  favor- 
able time  for  dairy  farmers,  and  a  lot  of  milk  was  produced.  At  the 
same  time,  the  higher  cost  decreased  the  consumption  side.  We  had 
some  weakness  in  the  demand  side  due  to  the  higher  prices.  We, 
quite  frankly,  couldn't  give  the  product  away  fast  enough. 

That  was  the  start  of  some  of  the  temporary  emergency  feeding 
programs  which  became  assumed,  I  guess  one  would  say,  and  it 
was  very  difficult  to  come  up  and  have  some  of  you  folks  have  to 
tell  your  constituents  we  no  longer  had  any  cheese  once  we  got  the 
thing  under  control.  We  feel  we've  had  it  under  control  pretty  well 
the  last  few  years,  and  the  quantities  that  we're  talking  about 
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throughout  this  baseline  period  largely  are  in  that  5-  to  7-billion- 
pound  range  that  we're  dealing  with. 

Mr.  Dooley.  So  basically  what  contributed  to  that,  in  essence, 
was  that  we  got  the  support  price  up  higher  than  what  the  market 
clearing  price  was. 

Mr.  Shaw.  In  my  analysis,  that  would  be  correct,  Congressman. 

Mr.  Dooley.  Well,  is  there  a  danger  we're  moving  down  that 
same  path  as  we  embrace  another  proposal  which  has  the  potential 
to  raise  prices,  that  gives  a  lot  of  consideration  to  the  price  to  the 
producer,  but  very  little  consideration  to  really  what  the  market 
demand  price  will  be  there?  Is  there  a  danger  in  the  proposal  we're 
considering  today  to  get  into  that  same  fix? 

Mr.  Shaw.  The  way  the  bill  was  written,  Congressman,  we  would 
still  have  the  basic  $10.10  support  price  floor,  but  we  don't  have 
any  restrictions  written  into  the  bill,  as  we've  analyzed  it,  that 
would  indicate  where  the  board  might  intervene  into  the  market- 
place— in  other  words,  at  what  level  they  might  intervene.  In  that 
sense,  I  guess  we  feel  they  can't  intervene  much  higher  than  what 
the  market  has  been  giving  us  the  last  year  or  two,  and,  of  course, 
the  control  here  would  be  that  if  they  intervened  and  kept  prices 
too  high,  then  pretty  soon  you'd  trigger  over  the  7  billion,  and  the 
two-tier  sets  in  and  your  supply  management  portion  sets  in  on  it. 

Mr.  Dooley.  There's  a  great  deal  of  faith  put  on  the  ability  to 
market  in  exports  excess  production.  From  your  estimation,  just 
how  extensive  of  a  market  is  that?  I  mean,  is  there  room  for  us  to 
move  a  considerable  amount  of  product?  What  amount  of  world 
production  now  is  marketed  in  export  markets? 

Mr.  Shaw.  We  don't  have  those  numbers,  Congressman.  We'll 
prepare  them  for  the  record.  It's  my  impression  that  the  overall 
trade  and  room,  if  you  will,  in  the  world  market  is  not  as  great  as 
some  people  would  think  at  the  current  price  levels. 

[The  information  follows:] 
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Question: 

Mr.  DOOLEY.  There's  a  great  deal  of  faith  put  on  the  ability  to 
market  in  exports  excess  production.  From  your  estimation,  just 
how  extensive  of  a  market  is  that?  I  mean,  is  there  room  for  us  to 
move  a  considerable  amount  of  product?  What  amount  of  world 
production  now  is  marketed  in  export  markets? 

Response: 

On  a  milk-equivalent  basis,  world  dairy  product  exports  in  1992 
were  estimated  to  be  equivalent  to  approximately  6  to  7  percent  of 
world  cow's  milk  production.  The  United  States  accounted  for  9  to 
10  percent  of  world  dairy  product  exports  in  1992,  with  the 
European  Community  (EC)  having  a  50-percent  export  market  share, 
Australia  and  New  Zealand  together  accounting  for  around  25 
percent,  and  the  remaining  15  percent  scattered  mostly  among  Canada 
and  non-EC  Europe.  Because  only  New  Zealand  and,  to  a  lesser 
extent  Australia,  are  viewed  as  non-subsidizing  exporters,  at  least 
75  percent  of  world  dairy  product  exports  are  assisted  in  one  form 
or  another  by  the  use  of  government  provided  export  subsidies. 
Virtually  all  U.S.  exports  of  butterfat,  milk  powder,  and  bulk 
cheese  require  a  subsidy  to  be  competitive  in  international 
markets.  In  1992,  subsidies  under  the  DEIP  enabled  U.S.  exporters 
to  sell  144,486  metric  tons  of  those  products  and  totaled 
$140,293,768. 

It  has  been  estimated  that  a  1-percent  decrease  in  the  export  price 
for  nonfat  dry  milk  powder  would  stimulate  only  approximately  a 
.39-percent  increase  in  demand  among  international  importers. 
Stated  in  reverse,  a  .39-percent  increase  in  export  supplies  will 
reduce  the  international  market  price  by  a  full  1  percent.  Such 
inelastic  demand  would  require  a  large  increase  in  export  subsidy 
funds  to  stimulate  a  relatively  modest  increase  in  sales  demand. 
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Mr.  Dooley.  Thank  you.  My  time  is  up. 

Mr.  Volkmer.  At  this  time,  we're  going  to  recess,  and  we'll  re- 
turn and  continue  with  this  panel. 

[Recess  taken.] 

Mr.  Volkmer.  The  subcommittee  will  come  to  order. 

We'll  continue  with  this  panel. 

No  questions?  All  right,  fine. 

With  that,  I  have  no  further  questions,  and  no  members  of  the 
subcommittee  have  any  further  questions.  You've  done  very  well, 
Randy  and  Mr.  Shaw.  You  have  answered  all  our  questions.  We  ap- 
preciate your  testimony  here  today  and  look  forward  to  working 
with  you,  as  I  understand  you  will  work  with  us  and  you've  agreed 
to  work  with  us  as  we  try  to  develop  the  legislation,  correct? 

Mr.  Weber.  That's  right,  Mr.  Chairman. 

Mr.  Volkmer.  I  appreciate  that.  Thank  you  very  much. 

Mr.  Weber.  Thank  you  very  much. 

Mr.  Volkmer.  We'll  now  proceed  to  the  next  panel:  Mr.  James 
E.  Tillison,  executive  director,  Alliance  of  Western  Milk  Producers, 
Sacramento,  California;  and  Mr.  James  C.  Barr,  chief  executive  of- 
ficer, National  Milk  Producers  Federation,  Arlington,  Virginia. 

We  will  begin  with  Mr.  Tillison.  Mr.  Tillison,  your  prepared 
statement  will  be  made  a  part  of  the  record.  You  may  either  review 
it  or  summarize  it,  however  you  so  desire. 

Mr.  Barr,  you  can  proceed  the  same  way  when  it  comes  your 
time  to  testify. 

Mr.  Tillison. 

STATEMENT  OF  JAMES  E.  TILLISON,  EXECUTIVE  DIRECTOR 
AND  CHIEF  EXECUTD/E  OFFICER,  ALLIANCE  OF  WESTERN 
MILK  PRODUCERS 

Mr.  TILLISON.  Thank  you,  Mr.  Chairman. 

Mr.  Volkmer.  Welcome  back,  by  the  way. 

Mr.  Tillison.  Well,  it's  nice  to  be  back.  I  assume  that  our  state- 
ment from  the  original  hearing  is  part  of  this  hearing  record  as 
well. 

Mr.  Volkmer.  Yes. 

Mr.  Tillison.  Thank  you.  I  will  try  to  summarize  as  quickly  as 
possible  the  points  in  our  statement.  There  are  a  lot  of  people  that 
need  to  be  heard  today. 

The  Alliance  of  Western  Milk  Producers  provides  representation 
and  other  services  to  the  major  cooperative  organizations  based  in 
California,  as  well  as  the  State's  two  major  dairy  farmer  trade  as- 
sociations. As  a  result,  the  Alliance  represents  over  90  percent  of 
the  dairy  farmers  in  California  producing  over  95  percent  of  the 
milk.  We  share  no  members  with  the  National  Milk  Producers  Fed- 
eration. 

The  National  Milk  Producers  Federation  cites  two  major  reasons 
why  the  dairy  industry  needs  to  look  at  their  self-help  plan:  The 
erosion  of  the  Government  support  program,  and  the  need  to  ex- 
pand dairy  exports.  The  alliance  agrees  that  erosion  of  the  support 
program  is  a  disturbing  trend.  The  support  program  has  been  the 
foundation  of  Federal  dairy  policy.  If  that  foundation  is  eroding, 
however,  then  instead  of  building  a  new  program  on  a  crumbling 
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foundation,  as  the  self-help  approach  seems  to  do,  the  industry 
needs  to  more  fully  explore  other  options. 

For  example,  in  California  the  Alliance  of  Western  Milk  Produc- 
ers sponsored  the  formation  of  a  marketing  agency-in-common  that 
includes  dairy  plants  throughout  the  west  coast.  They  manufacture 
about  65  percent  of  the  nonfat  dry  milk  produced  in  the  United 
States.  That  organization  is  sharing  information  on  sales,  sharing 
information  on  production,  and  is  taking  market  action  that  we  be- 
lieve has  resulted  in  returns  to  dairymen  not  only  in  the  West,  but 
throughout  the  United  States,  because  the  West  is  the  pricing  point 
for  nonfat  dry  milk  powder  in  the  United  States. 

The  alliance  agrees  that  expanding  exports  of  dairy  products  is 
very  important  to  the  U.S.  dairy  industry.  The  problem  is,  as  the 
USDA  study  cites,  the  self-help  approach  in  H.R.  2664  would  face 
the  same  limitations  on  export  activities  the  DEIP  program  faces, 
and  H.R.  2664's  self-help  program  would  be  subject  to  the  same 
international  relations-type  of  restrictions  that  the  DEIP  program 
currently  faces. 

The  alliance  has  been  part  of  the  task  force,  along  with  National 
Milk  and  others,  that  has  been  trying  to  open  the  Pacific  Rim  to 
DEIP  for  almost  a  year  now.  We  recently  learned  that  our  request 
has  been  denied  due  to  the  strategic  importance  of  New  Zealand 
and  Australia,  and  to  the  heavy  lobbying  done  by  those  two  coun- 
tries with  our  administration.  It's  difficult  for  people  like  Mr.  Barr 
and  I  to  explain  to  our  members  why  United  States  milk  can't  be 
exported  to  the  Pacific  Rim,  but  Australia  can  sell  80  million 
pounds  of  nonfat  dry  milk  powder  to  Mexico  for  delivery  in  1994. 

Since  the  primary  thrust  of  H.R.  2664  is  exporting,  and  consider- 
ing the  restrictions  that  face  us,  there's  little  to  be  gained  by  struc- 
turing a  program  in  this  manner.  That  is  why  we  can't  support  the 
program  as  it's  currently  structured. 

Let's  move  on  to  another  portion  of  the  program.  The  other  con- 
cern we  have  with  H.R.  2664  is  that  its  intent  is  to  deal  with  sur- 
plus, not  to  prevent  it.  Its  two-tier  pricing  provision  will  not  pre- 
vent the  production  of  surplus,  it  only  penalizes  it.  We  don't  believe 
that  producers  will  alter  their  milk  production  plans  based  on  the 
possibility  that  there  may  be  a  penalty  of  some  amount  during  the 
year.  Dairying  is  a  business,  and  business  people  need  information 
to  make  decisions  on  how  much  milk  they  are  going  to  produce. 
The  two-tier  provisions  of  H.R.  2664  provide  no  information  for  a 
producer  to  use  in  making  a  milk  production  decision  in  advance. 

However,  dairymen  do  need  some  action  now.  While  the  alliance 
does  not  support  H.R.  2664's  self-help  plan,  the  alliance  strongly 
believes  that  Congress  should  take  some  relatively  minor  actions  to 
improve  the"  existing  dairy  program.  Dairymen  across  this  country 
are  being  squeezed.  They're  concerned  about  the  cost  of  producing 
milk  and  what  they're  getting  for  their  milk.  That's  why  we  urge 
you  to  move  forward  with  two  minor  changes  to  the  dairy  provi- 
sions of  the  1990  farm  bill.  Perhaps  these  changes  could  be  part 
of  the  bill  the  White  House  will  be  sending  up  to  Congress  to  deal 
with  as  far  as  additional  budget  adjustments  are  concerned. 

One  amendment  would  allow  producers  to  contract  in  advance 
not  to  increase  milk  production  and,  therefore,  not  pay  assess- 
ments. We  believe  this  program  would  be  positive  for  all  dairy  pro- 
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ducers.  It  would  spare  those  trying  to  recover  from  the  weather-in- 
duced problems  of  1993,  and  it  would  encourage  moderation  in 
milk  production  by  giving  producers  information  they  can  use  to 
make  business  decisions.  We've  talked  with  a  number  of  dairy 
farmers  in  California,  and  they  like  the  idea  of  knowing  what  the 
assessments  are  going  to  be  in  advance  so  they  can  make  a  decision 
as  to  whether  or  not  to  make  changes  in  how  they're  producing 
milk.  Obviously,  if  we  can  get  milk  production  moderated,  that 
would  benefit  all  dairymen. 

The  other  action  we'd  like  to  see  is  in  H.R.  2664,  and  that  is  to 
make  the  assessment  over  7  billion  pounds  refundable  as  well.  We 
would  also  urge  that  the  subcommittee  consider  requiring  the 
USDA  to  increase  the  use  of  dairy  foods  in  market-oriented  nutri- 
tion programs,  like  the  WIC  program  and  the  school  lunch  pro- 
gram, in  dollar  amounts  equal  to  the  dairy  assessments  paid  by 
milk  producers. 

In  closing,  I'd  just  like  to  say  that  the  idea  of  an  industry-driven 
dairy  program  is  intriguing.  Developed  properly,  it  can  be  part  of 
a  long-term  industry  strategy,  and  it  could  open  up  some  very  ex- 
citing opportunities.  However,  we  believe,  and  the  USDA  analysis 
apparently  confirms,  that  the  proposal  contained  in  H.R.  2664  is 
not  the  approach  that  will  allow  that  to  happen. 

Again,  thank  you  for  this  opportunity  to  speak  with  you,  and  I 
will  answer  any  questions  you  have. 

[The  prepared  statement  of  Mr.  Tillison  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Volkmer.  Thank  you,  Mr.  Tillison. 

Mr.  Barr. 

STATEMENT  OF  JAMES  C.  BARR,  CHIEF  EXECUTIVE  OFFICER, 
NATIONAL  MILK  PRODUCERS  FEDERATION 

Mr.  Barr.  Thank  you  very  much,  Mr.  Chairman.  Again,  the  Na- 
tional Milk  Producers  Federation  does  appreciate  this  opportunity 
to  present  testimony  once  again  on  H.R.  2664. 

Mr.  Chairman,  quite  frankly,  I  am  very  disappointed  when  I 
hear  the  Department  of  Agriculture  come  before  you  today  and  say 
what  I  think  they  said,  that  basically  what  we  have  here  is  a  two- 
tier  pricing  program,  a  program  that  isn't  needed,  and  a  program 
that  won't  work. 

First  of  all,  as  witnesses  will  confirm,  I  believe,  a  little  bit  later 
on  today,  this  is  not  a  two-tier  pricing  plan.  It's  not  a  supply  man- 
agement plan.  It's  a  plan  that  creates  a  partnership  between  the 
U.S.  dairy  industry  and  the  Department  of  Agriculture  in  manag- 
ing what  has  been  a  consistent,  but  growing  smaller  surplus  that 
we  unfortunately  have  every  year  that  erodes  dairy  farmer  prices. 

I  disagree  that  the  program  isn't  needed.  The  administration  and 
the  Congress  have  clearly  been  sending  us  signals  right  along  that 
agricultural  support  programs,  if  they're  not  going  to  be  phased 
out,  they  would  certainly  appear  to  be  reaching  a  point  of  zero  cost. 
As  you  said,  Mr.  Chairman,  in  your  opening  remarks,  all  you  have 
to  do  is  take  a  look  at  what  has  happened  to  the  wool,  mohair,  and 
honey  programs,  and  to  us,  that  indicates  the  handwriting  is  clear- 
ly on  the  wall.  This  self-help  program  would  deal  with  that  eventu- 
ality before  it  occurs. 
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There's  another  reason  that  we  need  the  self-help  program.  Most 
of  us  were  in  this  room  last  week  when  testimony  was  presented, 
both  pro  and  con,  on  the  North  American  Free-Trade  Agreement. 
Whether  you're  for  that  agreement  or  whether  you  are  not  for  that 
agreement,  it  is  a  pretty  clear  indication  that  that's  the  direction 
that  the  world  dairy  production  is  going.  We  are  moving  into  an 
international  market,  whether  we  like  it  or  whether  we  don't  like 
it.  Through  NAFTA,  through  the  Uruguay  Round  of  negotiations  on 
the  GATT,  through  the  already-passed  United  States-Canadian 
Free-Trade  Agreement,  we  are  moving  in  that  direction. 

Mr.  Chairman  and  members  of  the  subcommittee,  the  U.S.  dairy 
industry  is  not  ready  yet  to  compete  in  that  market.  We  do  not 
have  the  infrastructure  that  we  need  to  meet  the  competition  there 
from  the  European  Community,  from  New  Zealand,  from  Australia, 
from  countries  that  have  a  long  and  consistent  history  of  competing 
in  that  market.  This  plan  would  give  us  the  infrastructure  that  we 
need  to  begin  to  develop  the  ability  to  compete  in  that  market. 

Now,  I  don't  want  to  downplay  the  important  accomplishments 
that  the  dairy  export  incentive  program  has  achieved  for  the  Amer- 
ican dairy  farmer,  nor  do  I  want  to  denigrate  the  way  the  Foreign 
Agricultural  Service  has  managed  that  program.  But  we  need  to 
develop  new  markets,  and  as  you  heard  from  the  previous  wit- 
nesses, the  dairy  export  incentive  program  is  not  seeking  out  new 
markets.  When  we  requested,  as  Mr.  Tillison  testified  to  a  moment 
ago,  the  ability  to  sell  dairy  products  into  the  Pacific  Rim  countries, 
that  request  was  denied.  Every  country  that  has  an  international 
presence  right  now  in  dairy  marketing  is  moving  into  the  Pacific 
Rim.  The  European  Community  is  moving  there,  the  Australians 
and  the  New  Zealanders  are  already  there,  and  we  have  been  de- 
nied access  to  those  markets.  We  believe  that  with  self-help,  at 
least  we  have  a  better  argument  for  entering  in  those  markets. 

Just  last  year  there  was  a  representative  in  my  office  from  the 
Ivory  Coast.  He  was  seeking  to  buy  dairy  products  from  the  United 
States.  He  didn't  even  know  that  the  dairy  export  incentive  pro- 
gram existed.  He  was  not  aware  of  the  fact  that  he  could  buy  those 
dairy  products  under  that  program  from  the  United  States  of 
America. 

I'd  like  to  turn  a  moment  to  the  concept  that  the  dairy  self-help 
program  won't  work.  USDA  statistics  clearly  indicate  that  if  CCC 
removals  are  limited  to  slightly  more  than  5  billion  pounds  a  year, 
there  is  a  distinctive  increase  in  producer  prices.  If  you  take  a  look 
at  the  chart  that  you  have  before  you,  in  1992  CCC  removals  were 
5.5  billion  pounds.  The  all-milk  price  that  year  averaged  $13.15.  In 
1991  it  was  6.6  billion  pounds,  and  the  all-milk  price  dropped  to 
$12.27.  In  1990  CCC  removals  were  at  4.5  billion  pounds;  the  all- 
milk  price  was  at  $13.74.  Clearly,  this  indicates  that  the  program 
can  work,  because  the  goal  of  the  program  is  to  try  to  limit  CCC 
purchases  to  no  more  than  5  billion  pounds. 

We  estimate  conservatively  that  by  achieving  a  sustainable  ex- 
pansion of  commercial  use  of  U.S.  dairy  products,  that  farm  prices 
would  increase  somewhere  between  40  cents  and  60  cents  per  hun- 
dredweight to  American  farmers — not  as  generous  as  we  could  get 
under  a  two-tier  pricing  program,  but,  Mr.  Chairman,  you  have  al- 
ready addressed  that  situation. 
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Now  I'd  like  to  turn  to  consumer  prices.  We  have  a  chart  here 
that  shows  the  relationship  between  consumer  prices  and  producer 
prices,  consumer  prices  is  the  blue  line  on  the  top,  and  the  dairy 
farmer  prices  the  orange  line  on  the  bottom.  The  bottom  line,  of 
course,  is  the  dairy  support  price.  Clearly,  if  there  is  a  big  spike 
in  farm  prices  to  producers,  consumer  prices  do  react.  However,  if 
you  take  a  look  at  that  chart,  when  there  have  been  only  gradual 
increases  in  producer  prices,  clearly  there  is  no  similar  response  to 
consumer  prices.  So  we  believe  that  the  program,  as  it's  designed, 
would  not  result  in  a  significant  increase  in  consumer  prices. 

Finally,  I'd  just  like  to  say  a  few  words  about  jobs.  Recently,  in 
a  publication  entitled  "Meat,  Poultry,  and  Dairy  Product  Exports," 
by  Abel,  Daft  &  Early,  made  an  estimate  of  the  relationship  be- 
tween farm  prices  and  jobs — not  only  on-the-farm,  but  off-the-farm 
jobs.  Based  on  their  statistics,  we  would  estimate  that  the  self-help 
program  would  create  as  many  as  12,470  jobs  overall,  of  which 
about  6,275  would  be  annual,  full-time,  on-farm  jobs,  and  about 
1,775  jobs  in  the  dairy  processing  sector. 

To  make  it  a  little  bit  more  specific,  in  the  State  of  Wisconsin, 
we  assume  farm  income  would  increase  about  $145  million  per  year 
and  would  create  more  than  2,600  jobs  in  that  State  total,  of  which 
1,335  would  be  on-farm,  and  380  would  be  dairy  processing.  In  the 
State  of  California,  the  self-help  program  would  increase  farmer  in- 
come by  about  $125  million  and  create  up  to  1,850  additional  jobs. 
In  the  State  of  Minnesota,  the  program  would  increase  dairy  farm- 
er income  by  about  $60  million  per  year  and  create  1,070  additional 
jobs  in  the  State. 

Mr.  Chairman,  this  bill  is  good  for  dairy  farmers,  this  bill  is  good 
for  consumers,  this  bill  is  good  for  the  country  and  the  economy. 
It's  time  for  us  to  get  on  with  the  job. 

Thank  you  very  much,  Mr.  Chairman.  We'll  be  happy  to  respond 
to  questions. 

[The  prepared  statement  of  Mr.  Barr  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Volkmer.  Mr.  Tillison,  do  you  have  any  suggestions  for  any 
alternatives  other  than  self-help  or  the  present  program? 

Mr.  Tillison.  Well,  as  I  said,  Mr.  Chairman,  the  idea  of  an  in- 
dustry-driven program  is  intriguing,  and  I  think  that  what  we  have 
to  be  careful  of  doing  is  that  we  set  up  a  program  that  is  going  to 
allow  us  to  maximize  what  we  can  do  in  the  world  marketplace. 

The  Alliance  of  Western  Milk  Producers  at  the  present  time  is 
in  the  process,  and  we  have  been  in  the  process,  of  looking  at  alter- 
natives to  what  is  currently  being  proposed.  We  think  that  that  is 
a  long-term  process  that  requires  an  overall  industry  strategy  and 
planning.  In  the  short  term,  we  believe  that  the  contracting  not  to 
increase  production  and,  therefore,  not  having  to  pay  in  assess- 
ments will  have  a  positive  impact  on  dairymen  who  don't  want  to 
or  who  are  unable  to  increase  milk  production.  We  believe  that  that 
moderate  control  will  also  have  a  positive  impact  on  milk  produc- 
tion generally  and  result  in  income  for  dairymen. 

Mr.  Volkmer.  I  broached  this  subject  of  forward  contracting  with 
USDA  when  some  of  us  met  with  them  last  week,  and  they  came 
up  with  all  kinds  of  reasons  why  it  wouldn't  work  and  why  we 
couldn't  do  it.  I'm  not  going  to  go  into  all  those,  but  perhaps  you 


28 

could  take  time,  if  you  have  time  sometime,  to  talk  to  the  USDA, 
Mr.  Shaw  and  the  rest  of  them,  as  to  why  it  won't  work.  One  of 
the  things  that  they  threw  out,  and  I've  been  trying  to  figure  out 
how  you  would  do  it — let's  say  that  I'm  a  dairy  farmer,  and  I  sign 
up  and  say  I  want  to  increase  my  production,  but  all  year  long  I've 
increased  it  by  10  or  15  percent  and  haven't  paid  an  assessment, 
and  in  November  I  sell  out.  What  are  you  going  to  do? 

Mr.  TlLLiSON.  Well,  basically,  what  we  would  propose  is  that  if 
a  dairyman  has  not  met  the  requirement  of  producing  less  milk 
than  he  produced  the  year  before,  after  9  months  the  contract 
would  be  null  and  void,  and  he  would  be  responsible  for  all  the  as- 
sessments due  plus  a  penalty.  We  had  the  same  situation  with  the 
diversion  program  in  1983,  Mr.  Chairman,  where  dairymen  con- 
tracted in  advance,  only  there  they  got  paid  money  not  to  produce 
milk,  and  if  they  did  not  meet  their  requirement,  they  were  penal- 
ized, their  contracts  were  voided,  and  it  was  enforced. 

I  think  it's  a  program  that  can  work.  Don't  forget,  we  do  have 
at  least  a  1-month  lag  in  when  dairymen  are  paid  for  their  milk. 

Mr.  Volkmer.  I  will  say  this.  The  USDA  did  say — we  got  a  com- 
mitment— they  would  continue  to  look  at  the  forward  contracting. 
I  agree,  if  we  can  do  that,  that  doesn't  affect  any  of  this.  As  far 
as  I'm  concerned,  it's  just  another  thing  perhaps  we  can  do.  But  as 
far  as  any  overall  other  program,  you're  willing  to  accept  the 
present  program  as  it  is,  at  least  for  the  immediate  time? 

Mr.  TlLLiSON.  Yes,  sir. 

Mr.  Volkmer.  No  further  questions. 

Well,  before  I  do  that,  Mr.  Barr,  let  me  ask  you  this  in  light  of 
that.  What  happens  in  the  next  year  if  we  continue  on  with  the 
present  program? 

Mr.  Barr.  Mr.  Chairman,  I  think  what's  going  to  happen  in  the 
next  year,  you  can  pretty  well  lay  out.  First  of  all,  dairy  prices  are 
going  to  start  to  come  down.  We  had  a  significant  jump  in  the  M- 
W  last  month.  We  may  have  another  slight  jump  this  month  to 
pick  up  residual  increases  in  the  cheese  markets.  At  that  point  in 
time,  prices  are  going  to  start  to  come  down. 

Our  own  economist  is  fairly  bearish  on  what  producer  prices  are 
going  to  be  next  year.  We  think  that  1994  is  not  going  to  be  a  good 
year  as  far  as  dairy  prices  are  concerned.  The  USDA's  projection 
of  7.3  billion  pounds  of  CCC  removals  almost  guarantees  the  fact 
that  prices  will  not  be  good  next  year,  if  in  fact  their  projections 
are  correct,  and  we  think  their  projections  in  that  particular  in- 
stance are  probably  pretty  accurate. 

Second,  I  would  ask  you,  Mr.  Chairman,  are  we  going  to  go 
through  another  budget  reconciliation  in  the  next  year  or  so? 

Mr.  Volkmer.  We're  going  to  do  something  sooner  than  that,  and 
you  can  ask  the  gentleman  from  Texas.  They're  working  on  one 
right  now  to  cut  some  spending  back.  I  don't  know  if  they've  got 
any  in  mind  for  dairy  right  now,  but  there's  a  group  that  is  looking 
at  the  total  thing,  and  we  want  to  vote  before  the  22nd. 

There  are  going  to  be  continued  pressures  on  all  programs  up 
here,  not  just  agricultural  programs.  There  are  going  to  be  contin- 
ued pressures  on  all  programs,  and  I'm  going  to  continue  to  have 
to  answer,  just  like  I  was  on  with  one  of  my  media  today.  Out  in 
my  district,  not  too  far  from  my  hometown,  I've  got  a  big  corps  of 
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engineers  lake,  and  in  reconciliation  we  made  a  proposal  that 
they're  going  to  start  charging  user  fees.  A  lot  of  people  are  up  in 
arms  over  it.  Those  are  the  kind  of  things  that  are  going  to  occur 
as  we  go  down  the  road  if  we  really  want  to  reduce  the  deficit.  If 
we  don't  want  to  reduce  the  deficit,  then  we  continue  to  spend. 

Mr.  Barr.  Yes,  sir.  Every  year  that  there's  a  budget  reconcili- 
ation, except  for  this  year,  when  we  were  able  to  do  it  by  changing 
the  ratio  that  the  CCC  spends  between  fat  and  nonfat — every  time 
there  has  been  one,  there  has  been  an  assessment  placed  on  dairy 
farmers.  My  guess  is  that  there  will  be  overwhelming  pressure  to 
increase  the  size  of  the  assessment  on  dairy  farmers.  I  would  an- 
ticipate that. 

Finally,  I  think  when  you  take  a  look,  the  total  cost  of  our  pro- 
gram this  year  is  going  to  be  about  $125  million  and  you  get  fur- 
ther pressure  that  will  reduce  the  level  of  Federal  expenditures  for 
the  dairy  price  support  program,  it  puts  us  on  track  with  wool  and 
mohair,  where,  to  me,  it's  pretty  clear  we're  moving  down  that  par- 
ticular direction.  So  those  would  be  my  concerns  if  there  are  no 
changes  made  between  now  and,  let's  say,  the  1995  farm  bill. 

Mr.  Volkmer.  In  passing,  and  I'll  close  on  this  comment,  for 
those  who  have  talked  to  me  about  the  dairy  program,  every  once 
in  a  while  someone  will  suggest  that  we  merely  increase  the  sup- 
port level.  I  think  that  anyone  who  analyzes  the  dairy  program 
knows  that  it's  impossible  to  increase  the  support  level  because  of 
budgetary  constraints. 

Mr.  Barr.  That's  correct. 

Mr.  Volkmer.  The  gentleman  from  Wisconsin. 

Mr.  GUNDERSON.  Thank  you,  Mr.  Chairman. 

Welcome  back  to  both  of  you. 

Jim,  can  you  articulate  the  particular  changes  in  the  legislation 
which  would  allow  you  to  endorse  it? 

Mr.  Tillison.  Not  at  the  present  time,  Mr.  Chairman.  We  are 
evaluating  a  number  of  different  programs  with  our  legislative 
committee,  and  hopefully  we  will  have  a  decision  with  the  board 
and  be  able  to  come  forward  to  Mr.  Barr  and  to  others  in  the  indus- 
try with  some  proposed  changes.  But  at  the  present  time,  our 
major  concerns  are  highlighted  by  the  USDA  analysis. 

Now,  I'm  not  going  to  get  involved  in  dueling  economists  or  any- 
thing like  that,  but  the  people  that  we  have  talked  to  regarding  the 
trade  aspects,  for  example,  basically  agree  with  what  USDA  has 
said,  that  you  are  not  going  to  be  able  to  go  out  there  and  just  in- 
crease market  overnight.  The  assessment  structure  with  the  Gov- 
ernment handling  the  money  is,  it's  our  understanding,  not  a  pro- 
gram that  is  acceptable  in  international  trade.  That's  why  we're 
taking  a  very  close  look  at  the  New  Zealand  Dairy  Board  and  how 
they  do  things,  why  their  program  works  and  our  program  doesn't. 

Perhaps  there  is  an  approach  along  those  lines  that  can  be 
adopted  that  addresses  the  concerns  that  constantly  come  up  in  the 
dairy  industry  of  free  riders  and  so  forth  but  lets  us  truly  compete 
in  world  markets. 

Mr.  GUNDERSON.  Will  you  have  those  recommendations  before 
the  end  of  the  year? 

Mr.  Tillison.  Hopefully,  we'll  have  those  recommendations  in  2 
weeks. 
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Mr.  Gunderson.  And  you'll  share  them  with  this  subcommittee 

Mr.  Tillison.  Yes,  sir. 

Mr.  Gunderson.  Jim,  you  were  going  to 

Mr.  Tillison.  And  I  will  obviously  share  them  with  Mr.  Barr.  We 
have  been  communicating  since  July  22. 

Mr.  Gunderson.  We'll  give  you  his  fax  number  if  you  need  it. 

Mr.  Tillison.  I  think  I  have  that. 

Mr.  Barr.  We  have,  as  Jim  said,  been  communicating  on  a  regu- 
lar basis.  As  a  matter  of  fact,  Tom  Camerlo  and  I  will  be  meeting 
with  Jim  and  members  of  his  board  of  directors  a  week  from  Thurs- 
day, and  we'll  be  talking  about  this  specifically. 

Let  me  make  two  comments.  First  of  all,  the  concept  of  whether 
this  program  is  legal  in  international  trade  keeps  coming  before  the 
committee  and  before  us.  The  United  States  is  the  only  country 
that  exports  into  international  markets  that  does  not  have  a  pro- 
gram of  this  type.  There  is  nothing  under  GATT  rules  and  regula- 
tions that  prohibits  this  kind  of  a  program. 

Now,  if  the  Uruguay  Round  passes,  and  if  the  Blair  House  Agree- 
ment is  part  of  that  plan,  then  by  1998  or  1999  the  ability  of  this 
board  to  export  using  producer  subsidies  is  going  to  be  limited.  Not 
totally  done  away  with,  but  by  1998  or  1999  it  will  be  limited.  By 
that  time,  I  would  argue  that  world  dairy  prices  should  have  risen 
significantly,  because  the  same  discipline  that  will  apply  to  United 
States  producers  is  going  to  be  applied  to  the  producers  from  the 
European  Community.  They  are  not  going  to  be  able  to  use  the 
international  market  for  dumping  like  they  do  today. 

Mr.  Dooley  asked  a  question  a  while  ago  about  the  share  that  the 
Americans  have  in  the  international  market.  We're  primarily  talk- 
ing about  exporting  nonfat  dry  milk.  Last  year  the  total  world  mar- 
ket for  nonfat  dry  milk  was  2.2  billion  pounds,  roughly.  We  had 
about  10  percent  of  that  market.  We  are  the  largest  dairy-produc- 
ing country  in  the  world,  and  we  have  about  10  percent  of  that 
market.  So,  clearly,  there's  room  for  growth  out  there. 

As  far  as  the  New  Zealand  Dairy  Board  is  concerned,  it  works 
very  well  for  the  New  Zealanders,  but  you  have  to  understand  one 
thing  about  the  New  Zealand  Dairy  Board.  They  have  a  total  mo- 
nopoly on  the  export  of  dairy  products  outside  the  country  of  New 
Zealand.  If  you're  going  to  export  1  pound  of  nonfat  dry  milk,  1 
pound  of  casein,  1  pound  of  butter,  1  pound  of  cheese  outside  the 
country  of  New  Zealand,  you're  going  to  do  it  through  the  New  Zea- 
land Dairy  Board. 

Now,  if  we  think  we  can  set  up  the  same  kind  of  a  monopoly  in 
the  United  States,  as  diverse  and  as  broad  as  we  are  in  this  coun- 
try, then  I'm  all  for  it.  But  I  think  we  would  have  one  heck  of  a 
time  getting  that  done. 

Mr.  Gunderson.  We  talked  earlier  about  the  comments  USDA 
made  regarding  DEIP  and  the  ability  of  the  board  to  export.  Was 
it  the  understanding  of  National  Milk,  in  drafting  the  concept  in 
the  legislation,  that  this  would  be  a  replacement  for  DEIP? 

Mr.  Barr.  Absolutely  not.  As  a  matter  of  fact,  the  legislation  was 
very  clearly  drafted  to  assure  that  it  was  a  supplemental  program 
to  the  DEIP. 

There  was  one  other  statement  made  that  this  puts  a  cap  on 
CCC  purchases.  This  does  not  put  a  cap  on  CCC  purchases.  This 
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puts  a  mechanism  in  place  that  when  CCC  removals  are  projected 
to  be  at  5  billion  pounds,  then  the  board  comes  in  and  tries  to  keep 
those  CCC  removals  from  exceeding  7  billion.  If  it  gets  up  in  the 
7-billion-  or  8-billion-pound  range  or  back  like  it  was  in  1986  at  16 
billion  pounds,  clearly  this  board  is  not  going  to  be  able  to  function 
in  that  kind  of  an  environment.  So  the  purpose  of  the  whole  pro- 
gram is  to  keep  us  from  getting  there. 

Mr.  GUNDERSON.  Mr.  Chairman,  I  want  to  point  out  to  you  that 
these  are  professional  witnesses.  I  was  only  allowed  in  my  allocated 
time  to  ask  them  two  questions  because  of  their  long  answers. 
Thank  you.  [Laughter.] 

Mr.  Barr.  We  apologize. 

Mr.  Volkmer.  We  can  come  back  again  if  you  have  additional 
questions. 

Mr.  Tillison.  It's  an  art.  [Laughter.] 

Mr.  Volkmer.  The  gentleman  from  California. 

Mr.  Dooley.  Thank  you,  Mr.  Chairman. 

Mr.  Barr,  the  concerns  I  have  relate  to  a  continuation  of  a  policy 
that  really  seems  to  be  more  based  in  supply  management  than  in 
market  expansion.  I  think  all  of  us  would  agree  that  you  can  solve 
a  problem  two  ways.  You  can  put  disincentives  for  increased  effi- 
ciency and  productivity  and  production,  or  you  can  try  to  deal  with 
the  other  side  of  it  with  expanding  market  opportunities.  It  seems 
like  this  is  just  half  the  picture  here,  and  it  is  just  on  the  supply 
management  end  of  it.  Why  are  we  not  giving  more  attention  to  the 
developing  of  additional  market  opportunities,  be  they  domestic  or 
international? 

Mr.  Barr.  I  think  that's  an  excellent  question,  Mr.  Dooley.  Let 
me  point  out  that  productivity  growth  in  the  dairy  industry  is  run- 
ning at  about  4  percent  per  year.  Our  population  growth  is  running 
at  about  1  percent  per  year.  We  are  increasing  domestic  market 
share,  and  the  programs  that  are  utilized  today  by  the  United 
Dairy  Industry  Association  and  the  National  Dairy  Board  are  con- 
stantly working  to  expand  domestic  markets.  There's  more  work 
being  done  today  in  the  development  of  new  products,  the  develop- 
ment of  alternative  uses  for  dairy  products,  and  you  see  a  lot  of 
growth  in  a  new  field  called  nutriceuticals,  which  is  the  use  of 
dairy  products  in  the  pharmaceutical  industry. 

But  we  can  only  grow  so  much  domestically.  Where  our  imme- 
diate growth  has  to  be,  in  our  opinion,  is  in  the  international  mar- 
ket. Clearly,  the  EC  is  pulling  back  from  that  market.  We  are  in 
a  perfect  position  to  capitalize  on  that  opportunity  if  we  act  now. 

Mr.  Dooley.  I  would  agree  with  that.  Would  you  agree  with  me 
that  the  way  that  the  assessments  are  going  to  be  handled  and  who 
is  going  to  bear  the  greatest  incidence  is  in  fact  going  to  be  those 
producers  who  find  a  way  relatively  to  increase  their  productivity, 
their  efficiency,  which  results  in  increased  production?  Are  those, 
would  you  agree,  the  people  who  are  going  to  pay  the  assessments? 

Mr.  Barr.  I  would  agree  with  that;  however,  the  assessment  is 
there  to  pay  for  the  self-help  program.  Somebody  has  to  pay  for  it. 
If  the  Government  can't  or  won't,  then  we're  going  to  have  to  pay 
for  it  ourselves. 

Mr.  Dooley.  So  if  you  would  agree  with  that,  then  you  would 
also  agree  with  what  would  have  to  be  the  logical  assumption  that 
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what  we  are  doing  is  developing  or  adopting  a  dairy  policy  which 
is  going  to  penalize  those  farmers  and  producers  who  are  enhanc- 
ing their  productivity  and  efficiency?  Because  we  are  in  fact  going 
to  be  charging  them  a  financial  penalty  for  their  adoption  of  pro- 
duction practices  or  management  practices  which  allow  them  to 
produce  more  at  the  same  price. 

Mr.  Barr.  If  this  were  a  supply  management  program,  Mr. 
Dooley,  I  would  certainly  agree  with  that  assessment.  However, 
this  is  not  a  supply  management  program.  This  is  a  program  to  de- 
velop, if  you  will,  an  international  marketing  arm  for  the  dairy  in- 
dustry. If  we  do  that,  somebody  has  to  pay  for  it.  Now,  if  we  can 
find  a  way  of  doing  it  without  placing  assessments  on  dairy  farm- 
ers, boy,  I'd  be  the  first  one  to  come  forward  and  volunteer. 

Mr.  Dooley.  My  concern  is,  if  we  are  looking  at  the  international 
market  as  being  our  greatest  potential  market  opportunity,  the 
greatest  advantage  that  we  can  get  in  making  greater  inroads  in 
that  is  by  being  more  competitive  and  by  giving  our  producers  who 
have  the  ability  to  have  the  lower  costs,  that  can  be  more  competi- 
tive in  the  international  marketplace — by  encouraging  them,  not 
discouraging  them. 

So  what  we  are  doing  now  is  developing  a  policy  which,  you're 
going  to  generate  the  funds  to  increase  those  market  opportunities 
internationally  by  assessing  your  most  productive  farmers,  but  is 
that  not  counterproductive  to  the  U.S.  dairy  industry  in  the  long 
term? 

Mr.  Barr.  I  don't  think  so,  Mr.  Dooley,  because  you'd  be  assess- 
ing all  farmers,  the  productive  as  well  as — if  there  are  any  left,  and 
I  doubt  that  there  are — the  nonproductive. 

The  problem  with  the  international  market  is  that  the  inter- 
national market  now  is  dominated  by  heavily  subsidized  exports 
coming  out  of  the  European  Community.  I  don't  think  it  would  be 
fair  to  ask  American  dairy  farmers  to  compete  with  the  EC  in  de- 
velopment of  markets,  and  yet,  in  essence,  that's  about  what  we 
would  be  doing  here  in  creating  an  assessment  on  producers  that 
would  pay  the  deficiency  between  the  world  price  and  the  domestic 
price  of  dairy  products.  We  can't  afford  to  see  prices  in  the  United 
States  go  down  into  $8,  $6,  somewhere  in  that  range,  whatever  the 
world  level  is. 

Mr.  Dooley.  I  would  agree  with  that.  I  think  that  we  have  to 
take  on  those  unfair  trade  barriers  as  well  as  we  can. 

My  time  is  up,  so  I'll  wait  until  the  next  round. 

Mr.  Volkmer.  The  gentleman  from  Ohio. 

Mr.  Boehner.  Thank  you,  Mr.  Chairman. 

Mr.  Barr  and  Mr.  Tillison,  thank  you.  Welcome  to  the  sub- 
committee. 

Mr.  Barr.  Thank  you,  Mr.  Boehner. 

Mr.  Tillison.  Thank  you. 

Mr.  Boehner.  Jim,  you  were  talking  about  pricing  and  giving 
this  dire  prediction  for  milk  prices  for  next  year.  I  just  want  to  kind 
of  go  back  over  the  last  couple  of  years  since  I  got  here,  and  I  recall 
in  the  spring  of  1991,  if  we  didn't  do  something  about  implement- 
ing a  two-tier  system,  we  were  going  to  have  these  disastrous 
prices.  The  prices  in  the  spring  of  1991,  if  I  recall,  were  pretty  low, 
and  they  were  heading  lower  if  we  didn't  do  something  about  two- 
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tier.  Well,  two-tier  crashed  on  the  beach,  and  prices  began  to  move 
upward.  In  the  summer  of  1992,  we  heard  all  these  dire  predictions 
about  prices  were  going  to  plummet,  and  we're  going  to  have  this 
disaster  if  we  don't  do  something  about  a  supply  management  sys- 
tem of  some  sort,  and  prices  dipped  a  little,  but  basically  hung  in 
there  pretty  well.  Now  we're  hearing  the  same  prediction  about 
next  year. 

For  someone  who's  sat  here  just  these  last  3  years  through  this 
process,  I've  got  to  say  I  look  at  this  and  listen  to  this  with  some 
amount  of  skepticism  over  what  tomorrow's  going  to  bring.  We  all 
know  everybody's  got  great  fears  about  tomorrow,  but  can  you  ex- 
plain to  me  what  you  see  driving  the  price  in  this  other  direction? 

Mr.  Barr.  Yes,  Mr.  Boehner.  It's  that  markets  are  so  fragile 
right  now  and  the  support  price  is  so  far  below  the  cost  of  produc- 
tion of  most  producers  that  it  doesn't  take  much  surplus  in  order 
to  drive  prices  toward  the  floor.  In  1991  indeed  we  did  have  the 
lowest  prices  in  real  terms  that  we  had  had  in  the  history  of  dairy 
farming  in  the  United  States,  and  since  1991  we've  lost  over  10,000 
producers  from  the  U.S.  dairy  industry,  and  we  are  talking  about 
10,000  producers  out  of  a  total  universe  of  less  than  150,000. 

So  what  we  have  under  current  dairy  policy  is  massive  swings 
from  very  highs  to  very  lows,  and  every  time  you  get  up  high,  ev- 
erybody is  fine,  but  when  it  drops  down  to  the  very  lows,  you  start 
losing  whatever  producers  are  at  that  particular  margin.  That's  the 
trend  that  has  been  going  on  clearly  since  1989,  and  it's  a  trend 
that  will  continue  unless  we  fine  tune  the  dairy  policy  to  try  to  cor- 
rect those  cycles. 

Mr.  Boehner.  Well,  as  I  said,  we've  heard  those  predictions,  and 
at  least  over  the  last  2  years  they  have  not  come  true,  thank  good- 
ness. I'm  still  looking  for  this  great  overage  in  the  market  that's 
going  to  drive  the  price  down,  because  we've  seemed  to  manage  the 
excess  production  fairly  well  over  these  last  2  years.  I  agree  that 
there  are  major  problems  in  the  industry,  and  how  we  solve  them 
is  going  to  be  the  subject  of  great  debate,  has  been  for  the  2Vi 
years  I've  been  here  and,  I  suspect,  as  long  as  I  am  here,  and  I  and 
others  on  this  subcommittee  want  to  work  with  you  to  help  develop 
a  dairy  policy  in  this  country  that  makes  sense  for  the  dairy  pro- 
ducers and  consumers  across  the  country. 

Thank  you,  Mr.  Chairman. 

Mr.  Volkmer.  The  gentleman  from  Minnesota. 

Mr.  Peterson.  Thank  you,  Mr.  Chairman. 

I  wish  I  could  have  been  here  for  that  other  exchange.  I've  been 
pulled  four  different  ways,  like  everybody  else  today,  I  think.  So  I 
apologize  if  I'm  going  over  something  that  was  already  mentioned. 

First  of  all,  I  would  like  to  say  that  in  my  State  the  dairy  inter- 
ests have  been  meeting  with  me,  and  we've  spent  quite  a  bit  of 
time  looking  at  this  self-help  plan,  and  some  of  our  people  have, 
I  think,  put  a  lot  of  work  into  this,  so  I  want  to  commend  them 
and  you,  Mr.  Barr,  for  working  on  this. 

I  am  curious  as  to  how  we  got  into  this  situation.  When  we  had 
the  first  hearing,  the  Department  came  in,  and  we  didn't  get  a  lot 
of  answers  out  of  them  because  they  said  they  hadn't  had  time  to 
review  it  and  so  forth.  But  haven't  you  been  talking  to  them?  I 
mean,  how  can  we  end  up  at  this  point  at  such  odds  as  to  the  effect 
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of  this?  I  mean,  I  think  your  group  is  convinced  that  this  is  going 
to  stabilize  prices,  it  is  going  to  take  out  the  ups  and  downs,  and 
I  think  I'm  convinced  of  that.  Why  haven't  you  been  able  to — 
haven't  you  been  communicating  with  the  Department,  or  are  they 
not  listening,  or  what? 

Mr.  Barr.  I  think  they're  listening,  Mr.  Peterson.  We  certainly 
have  had  a  number  of  meetings  with  the  Department,  both  at  the 
policy  level  as  well  as  down  at  the  working  level,  and  it  seems  to 
be — and  I  can't  answer  your  question.  I'll  admit  that  up  front.  But 
it  seems  that  we  constantly  run  into  this  problem  whenever  we  are 
looking  at  some  change  in  dairy  policy  where  the  industry  comes 
up  with  their  estimates,  and  we  seem  to  constantly  be  totally  at 
odds  with  the  estimates  coming  out  of  the  Department  of  Agri- 
culture. 

I  certainly  don't  want  to  throw  stones,  because  estimates  are  es- 
timates. But  going  back  to  the  1990  budget  reconciliation,  when  we 
were  at  one  point  looking  to  keep  the  $10.10,  the  differences  of 
opinion  between  our  industry  and  the  USDA  as  to  the  baseline  cost 
of  that  program,  quite  frankly,  caused  our  dairy  assessment  prob- 
ably to  be  four  times  higher  than  it  should  have  been.  I  don't  know 
why  that  is,  but  unfortunately  it's  something  that  we  seem  to  run 
into  on  a  constant  basis. 

Mr.  Peterson.  And  it  hasn't  changed  a  whole  lot  since  we've 
changed  administrations,  either,  has  it? 

Mr.  Barr.  It  doesn't  seem  to,  no,  sir. 

Mr.  Peterson.  This  whole  trade  debate — some  people  wonder 
why  some  of  us  are  so  opposed  to  NAFTA  and  some  of  these  other 
trade  agreements.  I  think  it's  because  of  some  of  this  discussion 
that  we've  been  having  here  today.  Why  we  unilaterally  disarm 
and  why  we're  the  only  ones  that  have  to  play  by  these  rules  is  be- 
yond me,  and  here  we  are  again  not  making  policy  because  some- 
thing might  happen  in  1999.  I  just  can't  tell  you  how  frustrated  I 
am — I  assume  you  are,  too — to  constantly  be  in  this  situation. 

As  I  understand  it,  this  board,  one  of  the  big  differences  is  that 
you  will  not  have  to  listen  to  the  State  Department.  In  other  words, 
you  can  go  off  and  try  to  make  these  sales — you  don't  agree  with 
that,  Mr.  Tillison? 

Mr.  Tillison.  No,  I  don't  agree  with  that.  I  think  the  State  De- 
partment is  going  to  look  at  the  political  situation  and  prevent  this 
board  from  doing  it  because  of  the  relationship 

Mr.  Peterson.  How  are  they  going  to  prevent  them? 

Mr.  Tillison.  Because  of  the  relationship  that  the  board  has 
with  the  Government  support  program. 

Mr.  Peterson.  Do  you  agree  with  that,  Mr.  Barr? 

Mr.  Tillison.  That  is  the  basis  of  the  program.  It  is  based  on  the 
Government  continuing  to  buy  product,  continuing  to  fund  loans, 
continuing  to  fund  DEIP  up  to  5  billion  pounds,  and  they  are  not 
simply  going  to  say,  "Go  away." 

We  made  a  very  excellent  case,  National  Milk  and  the  rest  of  us 
in  this  DEIP  task  force,  for  expanding  into  the  Pacific  Rim.  We 
asked  for  5,000  metric  tons,  a  very  small  amount  of  all  the  product 
going  into  the  Pacific  Rim.  USDA  supported  us,  but  when  it  got  to 
the  State  Department,  we  were  cut  off  at  the  knees.  I  think  that 
that  is  a  very  real  concern  that  we  must  keep  in  perspective,  that 
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we  cannot  build  a  program  that  is  going  to  be  structured  where, 
when  dairymen  are  willing  to  make  an  investment,  the  Govern- 
ment says,  "Wrong.  Can't  do  it.  Sorry.  We  need  to  be  able  to  dock 
our  aircraft  carriers  in  Australia." 

Mr.  Peterson.  Mr.  Barr,  do  you  agree  with  that? 

Mr.  Barr.  I  would  agree  up  to  a  point.  As  a  matter  of  fact,  I 
think  Mr.  Tillison  made  my  point  in  the  last  statement  that  he 
made.  Right  now  the  dairy  export  incentive  program  is  a  Govern- 
ment program.  They  manage  it,  they  run  it,  they  have  total  control 
over  it,  they  target  countries,  they  determine  allocations,  they  de- 
termine the  whole  ball  of  wax. 

Now,  to  suggest  that  our  international  treaties  are  all  of  a  sud- 
den going  to  disappear  simply  because  we  now  have  a  producer- 
funded  board  in  place  is  probably  not  realistic.  However,  let  me  say 
that  I  do  think  we  would  have  a  much  stronger  case  to  bring  to 
the  table  when  we're  talking  about  our  program,  funded  by  Amer- 
ican dairy  farmers,  and  markets  sought  out  and  developed  by  the 
American  dairy  industry.  I  think  that  you  bring  an  entirely  dif- 
ferent set  of  arguments  to  the  table  than  we  have  right  now. 

Mr.  Peterson.  Mr.  Chairman,  my  time  has  expired,  but  can  I 
just — would  they  have  veto  power  over  this  board?  Would  somebody 
in  the  Government  have  veto  power? 

Mr.  Barr.  I  think  that  depends,  and  that  is  arguable,  but  cer- 
tainly the  Government  is  going  to  have  a  strong  role  in  what  this 
board  does.  I  would  like  to  say  that  this  board  could  operate  totally 
autonomous  from  the  Federal  Government,  but  to  be  perfectly  hon- 
est with  you,  Mr.  Peterson,  I  think  when  you're  utilizing  the  taxing 
power  of  the  Government,  which  in  essence  you  would  be  if  you're 
assessing  all  dairy  farmers,  the  Government  is  going  to  have  a 
strong  role  and  could  in  fact  have,  I  think,  at  least  a  tad  amount 
of  veto  power.  But  in  that  circumstance,  I  think  certainly  the  in- 
dustry could  make  a  lot  of  noise  and  be  listened  to,  because  it's  our 
money,  it's  our  program,  et  cetera. 

Mr.  Peterson.  Thank  you. 

Mr.  Volkmer.  The  gentleman  from  California. 

Mr.  Condit.  Mr.  Tillison,  if  you  responded  to  this  already  while 
I  wasn't  here,  I'll  just  get  the  transcript,  but  you  noted  in  your  tes- 
timony that  your  organization  has  studied  the  New  Zealand  Dairy 
Board.  Could  you  be  more  specific  and  describe  how  it  is  fundamen- 
tally different  from  its  counterpart  in  the  United  States? 

Mr.  Tillison.  Well,  basically,  what  we  looked  at  was  the  New 
Zealand  Dairy  Board,  and  the  way  it's  basically  different — there 
are  significant  differences  between  the  New  Zealand  dairy  industry 
and  the  United  States  dairy  industry.  They  export  70  to  80  percent 
of  all  the  milk  that  they  produce.  The  cooperative  organizations — 
the  New  Zealand  Dairy  Board  is  a  Government-created  institution 
that  has  the  sole  authority  to  handle  exports  of  products,  and  what 
they  basically  do  is  they  go  out  and  they  sell  product  in  the  world 
marketplace  at  whatever  price  they  can  get,  and  then  they  blend 
that  price  back  with  the  domestic  prices  to  the  individual  coopera- 
tives and  so  forth.  Their  milk  production  costs  are  less  than  ours. 
They  get  paid  probably  about  anywhere  between  $4.50  to  $6.50  per 
hundredweight,  depending  on  how  things  are  going  in  the  market- 
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place.  But  they  also  have  a  very  low  input  form  of  dairying.  They 
basically  are  a  pasture-based  dairy  industry. 

Mr.  CONDIT.  So  they  have  complete  autonomy  over  their  pro- 
gram? 

Mr.  Tillison.  Exactly.  And  because  of  the  fact  that  they  basi- 
cally "meet  world  prices,"  they  are  what  international  trade  attor- 
neys refer  to  as  a  "clean"  program. 

Mr.  Condit.  When  you  studied  New  Zealand,  what  was  your  ob- 
jective? Did  you  think  that  was  a  good  idea  for  us  to  emulate? 

Mr.  Tillison.  I  think  the  question  is:  How  can  you  establish  a 
clean  program?  How  can  you  establish  a  program  that  is  going  to 
be  able  to  take  you  not  to  1999,  but  to  take  you  into  the  year  2000 
and  2010? 

Mr.  Condit.  Thank  you  very  much. 

Mr.  Volkmer.  Do  you  really  think  we  can  establish  that  type  of 
program  when  we  only  export  less  than  10  percent  of  our  total 
dairy? 

Mr.  Tillison.  I  think  that  if  dairymen  in  the  United  States  want 
to  continue  producing  milk  and  continue  expanding  their  milk  pro- 
duction, we're  going  to  have  to  adopt  a  program  like  that.  We're 
going  to  have  to  develop  a  marketing  strategy  where  the  inter- 
national marketplace  is  just  not  a  place  where  you  dump  your  sur- 
plus, but  a  place  where  you  plan  to  make  sales. 

Mr.  Barr.  Let  me  say  I  certainly  agree  with  that,  but  we've  got 
to  get  there  first,  and  that's  a  large  step  between  where  we  are  in 
1993  and  where  we  will  be  by  the  year  2000.  This  plan,  as  I  see 
it,  is  an  interim  step.  It's  an  interim  step  to  get  us  between  where 
we  are  today  until  that  golden  opportunity  in  the  future  that  they 
call  free  trade,  whatever  that  might  mean,  comes  about.  Because 
certainly  if  we  don't  hit  free  trade,  it's  certainly  going  to  be  freer 
trade,  and  as  I  said  in  my  statement,  I  don't  think  we're  ready  or 
anywhere  near  ready  to  compete  in  that  market  at  this  point  in 
time. 

Mr.  Volkmer.  The  gentleman  from  Minnesota. 

Mr.  Peterson.  Mr.  Barr,  as  you,  I  think,  are  aware,  I'm  con- 
cerned about  the  bloc  voting  situation,  and  I  think  if  this  moves 
ahead,  I'm  going  to  try  to  eliminate,  at  least  for  this  particular 
board,  the  bloc  voting  provisions.  I  don't  think  we  need  that  con- 
troversy along  with  everything  else.  What  is  your  position  if  I  were 
successful  in  eliminating  bloc  voting? 

Mr.  Barr.  I  would  like  to  answer  your  question  this  way,  Mr.  Pe- 
terson, if  I  may.  We  have  met  with  virtually  every  dairy  organiza- 
tion and  general  farm  organization  in  the  United  States,  and  that 
includes  not  only  the  producer  side,  but  the  processor  side  of  the 
industry.  We  have  clearly  indicated  throughout  that  process  that 
we  are  certainly  willing  to  consider  any  compromise  if  it  will  bring 
the  support  of  those  organizations  to  bear  on  the  self-help  plan. 
We've  met  with  everybody,  we've  talked  with  everybody,  we've  met 
with  most  of  them  more  than  once,  and  in  each  instance  we've  indi- 
cated a  willingness  to  compromise  if  there  is  some  end  game  that 
develops  as  a  result  of  that  process. 

Let  me  answer  your  question  by  saying  that  we  still  remain 
ready  to  compromise  if  it  brings  strength  to  what  we're  trying  to 
achieve. 
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Mr.  Peterson.  Thank  you,  Mr.  Chairman. 

Mr.  Volkmer.  The  gentleman  from  California,  Mr.  Dooley. 

Mr.  Dooley.  Thank  you,  Mr.  Chairman. 

Mr.  Barr,  I  was  real  pleased  to  hear  that  you  consider  this  an 
interim  step  to  get  to,  what  I  would  consider  a  more  market-based 
program,  where  we  can  be  more  competitive  in  the  international 
marketplace.  I  would  be  interested  in  this  chart,  which  I  find  inter- 
esting. What  would  you  think  would  be  the  impact  on  the  all-milk 
price  if  the  milk  support  price  was  lower? 

Mr.  Barr.  The  all-milk  price  would  drop.  We  made  those  projec- 
tions during  the  1990  farm  bill  debate  when  the  administration 
was  advocating  a  continuation  of  the  1985  farm  bill.  We  estimated 
that  had  that  policy  been  passed  in  that  bill,  that  the  support  price 
would  have  eventually  gone  down  to  probably  $8.60,  somewhere 
down  in  there.  What  would  result  from  that  is  probably  more  insta- 
bility than  we  have  right  now,  where  you  would  have  much  lower 
lows  and  much  higher  highs  brought  about  by  the  resources  that 
would  be  lost  to  dairying  when  prices  drop  to  new  lows. 

What's  clearly  been  proven  since  1989  is  if  we  get  surpluses  in 
the  6-  to  7-billion-pound  range,  we  go  to  support,  and  it  doesn't 
make  any  difference  if  that  support  is  $12.10  or  $8.10.  It's  going 
to  go  to  the  floor  if  we  get  surpluses  in  that  range. 

Mr.  DOOLEY.  I  guess  my  question  would  be,  when  we  have  so 
many  people  coming  in  now  and  saying  that  the  $10.10  isn't  meet- 
ing their  cost  of  production,  those  producers  certainly  cannot  be 
around  if  the  price  is  $9,  certainly  not  $8.  So  you  would  not  expect 
a  contraction  in  production  to  get  to  a  market  equilibrium? 

Mr.  Barr.  What  would  happen,  Mr.  Dooley,  is  what's  happened, 
again,  since  1990,  when,  as  I  indicated  earlier,  we've  lost  about 
10,000  dairy  farmers.  I  think  if  that  floor  were  lowered,  that  rate 
of  attrition  would  be  much  greater. 

Mr.  DOOLEY.  Would  you  think  that  you  would  see  a  correspond- 
ing drop  in  overall  production? 

Mr.  Barr.  On  a  short-term  basis,  you  would.  Again,  as  indicated 
in  1990,  when  prices  were  as  low  as  they  were,  you  had  a  drop  in 
production.  You  had  farmers  going  out  of  business,  you  had  an  in- 
crease in  the  cull  rate  as  farmers  culled  their  cows  in  order  to 
maintain  cash  flow,  you  had  a  drop  in  the  purchases  of  quality 
feed.  So  you  clearly  have  a  drop  in  production. 

What  happens  at  that  point  is  that  then  prices  begin  to  build — 
and  they  build  pretty  rapidly — you  get  the  kind  of  spikes  that  we 
show  in  that  orange  line  when  it  pops  up  there.  When  that  hap- 
pens, then,  of  course,  that  increase  in  price  begins  to  bring  produc- 
tion on,  and  you  go  through  the  same  cycle  again.  But  every  time 
you  hit  that  low,  there  are  some  farmers  that  have  not  been  able 
to  build  the  sufficient  reserves  on  the  up  side  in  order  to  sustain 
them  when  they  get  down  into  the  low  areas. 

Mr.  Dooley.  Why  would  we  expect,  then — if  this  is  an  interim 
step,  maintaining  basically  this  floor,  then  why  would  we  expect  in 
the  future,  even  with  the  expansion  of  international  market  oppor- 
tunities, that  you  wouldn't  be  dependent  on  the  supply  manage- 
ment approach,  that  that  cyclical  response  is  not  going  to  be  preva- 
lent at  that  point,  too? 


38 

Mr.  Barr.  Mr.  Dooley,  I  can  only  answer  that  question,  again, 
going  to  what  has  happened  historically  since  support  prices  have 
gotten  this  low,  and  this  really  is  a  phenomenon  since  about  1988. 
Or  let's  go  back  to  1991,  again,  when  the  prices  were  as  low  as  they 
were.  Even  with  the  prices  being  the  lowest  in  real  terms  that  they 
had  been  in  history,  the  CCC  only  purchased  6.9  billion  pounds  of 
product  that  particular  year.  Had  this  board  been  in  effect  and 
functioning  properly  in  1990,  then  the  board  would  have  intervened 
in  those  markets,  would  have  purchased  that  1.9  billion  pounds, 
would  have  pushed  it  out  of  the  market,  prices  would  have  come 
down,  but  they  would  not  have  come  down  as  disastrously  low  as 
they  did,  and,  conversely,  in  all  probability  the  spike  going  back  up 
would  not  have  been  as  high  as  it  was. 

So  you  have  a  leveling  effect  both  on  the  high  and  on  the  low. 
Then  the  supply  management  aspect  of  the  plan,  even  in  those  dire 
circumstances,  really  would  not  have  come  into  play. 

Mr.  Dooley.  Thank  you. 

Mr.  Volkmer.  I  thank  you,  and  I  thank  the  panel  for  being  here 
today.  We  appreciate  your  testimony  and  look  forward  to  working 
with  you. 

Mr.  Tillison,  in  2  weeks,  3  weeks,  whenever  you  all  can  come  to 
some  concrete  suggestions,  we'd  appreciate  your  forwarding  those 
to  us  at  the  subcommittee  also. 

Mr.  Tillison.  We  will  share  those  presentations  with  the  sub- 
committee and  with  National  Milk.  We  do  not  believe  that  the  self- 
help  program,  as  structured,  is  a  suitable  interim  step. 

Mr.  Volkmer.  Thank  you  very  much. 

With  our  next  panel,  we'll  start  a  little  differently. 

Mr.  Huber,  do  you  still  have  a  plane  you're  trying  to  catch? 

Mr.  Huber.  At  4:20  p.m. 

Mr.  Volkmer.  Why  don't  you  go  on  ahead  and  give  your  little 
speech,  and  we'll  call  the  rest  of  the  panel  after  that.  You  go  right 
ahead. 

STATEMENT  OF  STEWART  G.  HUBER,  PRESIDENT,  FARMERS 
UNION  MILK  MARKETING  COOPERATIVE 

Mr.  Huber.  Thank  you  very  much,  Mr.  Chairman,  and  members 
of  the  subcommittee.  I  certainly  appreciate  that  consideration. 

I  trust  that  my  prepared  statement  has  been  entered  in  the 
record. 

Mr.  Volkmer.  Without  objection,  your  prepared  statement  will 
appear  in  the  record. 

Mr.  Huber.  I  should  also  like  to  enter  the  statement  of  the  Wis- 
consin Farm  Bureau  Federation  as  well. 

Mr.  Volkmer.  Without  objection,  the  prepared  statement  of  the 
Wisconsin  Farm  Bureau  Federation  will  appear  at  the  conclusion 
of  the  hearing. 

Mr.  Huber.  Thank  you. 

Mr.  Gunderson.  Did  you  say  Farm  Bureau? 

Mr.  Huber.  I  did. 

Mr.  Gunderson.  I  just  wanted  to  make  sure  we  heard  that. 
[Laughter.] 

Mr.  Huber.  I  want  to  say  at  the  outset,  Mr.  Chairman,  that  we 
applaud  your  search  for  a  solution  to  the  chronic  dairy  supply/de- 
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mand  problem.  Your  efforts  to  improve  dairy  farm  income  are  very 
much  appreciated,  and  we  look  forward  to  working  with  you  and 
the  subcommittee. 

We  welcome  today's  hearing  because  we  believe  that  there  hasn't 
been  enough  public  debate  on  the  merits  of  this  proposal.  We  have, 
however,  had  a  chance  to  consider  it  within  our  organization. 
Grassroots  debate  at  FUMMC  local  and  district  meetings  now  un- 
derway has  raised  many  pointed  questions  and  concerns  about  this 
particular  self-help  plan.  Our  10,900  dairy  farm  families  want  to 
know  how  this  program,  with  its  lack  of  specific  price  goals,  new 
assessments,  bloc  voting,  and  other  controversial  features,  will  help 
them  recover  from  today's  disastrously  low  milk  prices. 

We  have  reviewed  the  economic  analysis  of  H.R.  2664  released 
by  USDA,  and  if  the  USDA  analysis  is  correct,  it  would  appear  that 
this  is  not  the  kind  of  bold,  dynamic  approach  that  producers  need 
at  this  time. 

I  want  to  share  with  you  some  of  the  many  questions  our  mem- 
bers have  raised  at  these  series  of  meetings.  Producers  wonder  why 
they  should  pay  additional  assessments  for  a  program  that  lacks 
specific  price  enhancement  goals.  At  what  price  level  above  the 
support  will  the  program  intervene?  A  goal  of  leveling  price  vola- 
tility is  just  not  good  enough.  Our  members  tell  us  they  will  accept 
new  assessments  only  if  the  return  is  clearly  worthwhile.  Why  are 
some  assessments  being  hidden  in  the  Federal  order  pool  deduc- 
tions? Wouldn't  it  be  better  to  be  up-front  with  the  real  costs  of  the 
program?  And  why  should  farmers  be  asked  to  pay  for  questionable 
marketwide  service  payments  to  subsidize  co-op  inefficiencies? 

Is  it  really  necessary  to  use  bloc  voting?  Apparently  Jim  Barr 
says  that  is  a  negotiable  item.  We  think  that  if  a  board  is  nec- 
essary, why  not  provide  for  direct,  democratic  elections?  Why  risk 
undermining  producer  confidence  in  the  self-help  board  and  jeop- 
ardize the  legitimate  use  of  bloc  voting  and  Federal  order  pro- 
grams? 

Who  is  really  in  charge  of  dairy  price  stabilization,  the  board  or 
the  Secretary  of  Agriculture?  How  do  the  inevitable  disputes  be- 
tween the  board  and  the  Secretary  get  resolved?  Who  gets  the 
blame  if  things  go  wrong?  Where  does  the  buck  stop? 

Dairy  farmers  have  questions  about  the  proposal's  intent  to  sub- 
sidize the  sale  of  excess  U.S.  dairy  products  in  the  world  market 
to  maintain  domestic  prices.  Governments  do  disagree  on  whether 
self-help  is  even  GATT-legal.  The  deadline  for  concluding  the  Uru- 
guay Round,  as  you  know,  is  December  15,  1993.  It  may  be  pre- 
mature to  consider  this  option  until  then,  when  we  know  how  the 
outcome  of  the  GATT  talks  will  affect  our  options.  Does  it  make 
sense  to  assess  ourselves,  to  shrink  our  domestic  supply,  only  to 
make  room  for  more  imports?  And  if  there  is  no  GATT  agreement, 
doesn't  it  make  more  sense  to  offer  incentives  to  limit  production 
instead  of  the  economic  penalties  proposed  in  the  plan? 

We're  concerned  about  program  rules  that  will  encourage  a  race 
for  base  among  producers  during  the  months  immediately  preced- 
ing years  when  projected  Government  purchases  exceed  the  7-bil- 
lion-pound  trigger  for  penalty  assessments  on  overbase  production. 
Doesn't  this  send  the  wrong  signal  at  exactly  the  wrong  time,  to 
expand  production  when  it's  in  the  national  interest  to  shrink  the 
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supply?  And  won't  this  lock  in  recent  production  trends,  which 
have  seen  in  Wisconsin  a  7  percent  drop  in  September  due  to  flood- 
ing and  poor  weather  conditions,  while  California,  Texas,  and  New 
Mexico  continue  to  enjoy  healthy  gains? 

In  conclusion,  Mr.  Chairman,  our  members  have  many  questions 
and  concerns  with  this  self-help  proposal.  Despite  those  questions, 
we  are  committed  to  working  with  you  and  other  concerned  Mem- 
bers of  this  Congress  to  develop  a  workable  dairy  inventory  control 
program  that  restores  profitability  to  family  farms  and  has  the  full 
confidence  of  producers. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Huber  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  VOLKMER.  Thank  you  very  much,  Mr.  Huber. 

Any  questions  of  Mr.  Huber.  The  gentleman  from  Wisconsin. 

Mr.  GUNDERSON.  Mr.  Huber,  in  the  interest  of  time,  I'm  not 
going  to  have  any  questions  for  you  today,  but  I  don't  want  you  to 
leave  here  thinking  we'd  do  anything  to  get  you  out  of  town. 
[Laughter.] 

Mr.  Huber.  Thank  you  very  much. 

Mr.  Volkmer.  If  we  have  any  questions,  we'll  submit  them  in 
writing.  Thank  you  very  much,  and  I  hope  you  make  your  plane. 

Mr.  Huber.  Thank  you  very  much. 

Mr.  VOLKMER.  We'll  now  hear  from  the  rest  of  the  panel:  Mr.  Ron 
Morrissette,  National  Family  Farm  Coalition,  Bethel,  Vermont;  Mr. 
Arden  Tewksbury,  Progressive  Agriculture  for  Pennsylvania  and 
New  York,  Meshoppen,  Pennsylvania — I'd  like  to  just  digress  for  a 
minute.  Mr.  Tewksbury  has  been  so  nice  as  to  provide  me  with  a 
sample,  I  suppose,  produced  in  his  area.  We  produce  apples  back 
in  Missouri,  but  we  don't  have  anything  that  big. 

Ms.  Norma  Hanson,  Goodrich,  Minnesota,  is  not  here.  We  have 
Don  Whorton  from  Wetumpka,  Alabama.  Then  we  have  Mr.  Bill 
Stancer  from  Cabool,  Missouri,  just  south  of  my  district;  and  Ms. 
Nancy  Danielson,  National  Farmers  Union,  Gaithersburg,  Mary- 
land. 

Ladies  and  gentlemen,  I  appreciate  your  all  being  here  today. 
Your  written  statement  will  be  made  a  part  of  the  record.  You  may 
either  summarize  that  or  review  it  in  full,  however  you  so  desire, 
but  we  are  running  down  in  time,  so  if  you  can  keep  it  at  around 
5  minutes,  we'd  appreciate  it. 

We'll  begin  with  you,  Mr.  Morrissette. 

STATEMENT  OF  RONALD  MORRISSETTE,  CHAIRMAN,  DAIRY 
COMMITTEE,  NATIONAL  FAMILY  FARM  COALITION 

Mr.  Morrissette.  Good  afternoon,  Mr.  Chairman,  and  members 
of  the  subcommittee.  Thank  you  for  the  opportunity  to  participate 
in  this  hearing  on  the  self-help  plan.  My  name  is  Ronald 
Morrissette,  and  I  am  the  chairman  of  the  dairy  committee  of  the 
National  Family  Farm  Coalition.  The  NFFC  represents  39  rural 
advocacy  and  family  farm  organizations  in  30  States.  I  operate  a 
100-cow  dairy  farm  in  Randolph,  Vermont,  with  my  son  and  his 
wife. 

The  NFFC  firmly  opposes  the  self-help  program  introduced  as 
H.R.  2664  and  actively  promoted  by  the  National  Milk  Producers 
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Federation.  We  urge  this  subcommittee  to  keep  the  process  open  to 
other  options.  We  believe  any  changes  in  the  dairy  program  should 
only  be  made  after  the  needs  of  the  nutrition  programs  are  re- 
viewed and  taken  into  consideration.  We  are  concerned  that  this 
program,  as  it  is  currently  written,  would  be  controlled  by  some  of 
the  same  people  that  have  recently  been  prosecuted  by  the  Federal 
Government  for  bid  rigging  in  the  school  lunch  program. 

The  first  and  most  important  reason  that  we  oppose  the  self-help 
plan  is  that  it  fails  to  provide  a  method  of  controlling  the  supply 
of  milk  in  the  marketplace  so  that  the  dairy  farmers  of  this  country 
receive  a  fair  return  on  their  investment  and  hard  labor.  According 
to  the  USDA,  the  average  cost  of  producing  milk  in  the  United 
States  is  over  $14  per  hundredweight.  The  self-help  plan  would  do 
little  more  than  stabilize  prices  at  the  current  low  level.  We  have, 
and  continue  to  support,  an  effective  two-tier  supply  management 
program  that  sets  the  first-year  price  at  a  level  that  covers  a  farm- 
er's true  cost  of  production. 

The  proposed  self-help  plan  raises  even  further  concerns  with  the 
class  IIIA  pricing  that  is  currently  being  considered  for  implemen- 
tation in  all  the  Federal  Orders.  They  both  work  for  the  co-op  proc- 
essor units,  not  the  farmer.  It  would  allow  them  to  turn  their  extra 
product  into  powder  or  other  products  and  dump  them  on  the  world 
market  at  the  expense  of  the  U.S.  dairy  farmers.  At  the  same  time, 
it  would  do  nothing  to  raise  the  income  of  the  dairy  farmer  to  a 
profitable  level. 

Our  view  of  the  net  effect  of  this  proposal  was  reinforced  by 
USDA's  recent  analysis  of  H.R.  2664,  which  projected  a  1-penny  in- 
crease in  the  dairy  farmer  milk  price  over  4  years,  while  costing 
dairy  farmers  $120  million  in  the  form  of  assessments.  The  self- 
help  proposal  and  NAFTA  fit  together  very  well.  Both  were  devel- 
oped without  input  from  the  people  they  will  have  the  most  impact 
on — farmers  and  working  people. 

We  oppose  the  self-help  plan  because  it  would  create  a  new  Dairy 
Board  that  is  not  elected  in  a  democratic  manner  by  farmers  whose 
incomes  will  be  directly  affected  by  their  actions,  but  instead  allows 
the  co-ops  to  bloc  vote  for  the  board  members.  It  also  limits  the 
board  to  people  who  have  served  in  leadership  positions  on  a  dairy 
marketing  cooperative  or  in  other  dairy  industry  organizations, 
thereby  preventing  other  individuals  who  may  be  just  as  qualified 
from  serving  on  the  board. 

We  also  oppose  the  provision  which  would  allow  the  self-help 
board  to  pull  money  from  the  Federal  Milk  Order  pools  before  the 
farmers  are  paid  for  their  milk.  We  believe  this  provision  would  re- 
duce the  accountability  of  the  board  and  is  a  dangerous  precedent. 
This  provision  would  allow  the  co-ops  to  force  all  the  farmers  to 
pay  for  losses  the  co-op/processor  incurred  in  disposing  of  excess 
product  and  invites  abuses  of  the  system. 

We  also  believe  that  the  exporting  provisions  of  the  self-help  pro- 
posal could  actually  increase  the  amount  the  Government  spends 
on  the  dairy  export  incentive  program,  which  raises  concerns  about 
the  budgetary  impacts  of  the  self-help  plan.  We  question  the  legal- 
ity of  the  self-help  export  program  under  the  GATT  or  under 
NAFTA,  if  they  are  approved. 
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We  urge  this  subcommittee  to  consider  the  broad  range  of  options 
necessary  to  improve  our  Nation's  dairy  policy.  We  urge  you  to 
work  with  the  grassroots  producers  to  put  in  place  a  two-tier  sup- 
ply management  program  that  will  enable  the  dairy  farmers  to  re- 
ceive a  fair  price  for  their  milk  and  give  the  consumers  and  the 
processors  an  ample  supply  of  milk  and  dairy  products.  The  current 
system  does  not  work  for  anyone  except  the  large  processors. 

NFFC  stands  ready  to  work  with  the  rest  of  the  dairy  industry 
to  help  put  together  a  proposal  that  will  work  for  everyone  in- 
volved. The  current  system  is  destroying  family  dairy  farmers  and 
is  against  the  best  interests  of  everyone.  Adopting  H.R.  2664  is 
clearly  not  the  answer. 

Thank  you,  Mr.  Chairman,  and  members  of  the  subcommittee, 
for  holding  this  hearing.  Time  is  running  short  for  many  of  our 
dairy  farmers.  Thank  you. 

[The  prepared  statement  of  Mr.  Morrissette  appears  at  the  con- 
clusion of  the  hearing.] 

Mr.  VOLKMER.  Thank  you. 

Mr.  Tewksbury. 

STATEMENT  OF  ARDEN  TEWKSBURY,  GENERAL  MANAGER, 
PROGRESSIVE  AGRICULTURE  ORGANIZATION 

Mr.  Tewksbury.  Mr.  Chairman,  I'd  like  to  thank  you  for  the  op- 
portunity of  being  here  today.  The  testimony  I'm  going  to  present 
has  the  endorsement  of  the  National  Wife  Organization  and  the  na- 
tional president  in  the  State  of  Montana;  the  National  Dairy  Cam- 
paign— we  now  have  Mr.  Whorton  with  us,  and  he  was  our  chair- 
man of  this  campaign,  which  involved  dairy  farmers  across  20 
States  working  on  the  problems  of  low  prices  to  dairy  farmers.  We 
also  have  the  support  of  the  New  York  State  Grange,  the  New  York 
State  Milk  Producers  Association,  and  three  milk  cooperatives  lo- 
cated in  Pennsylvania. 

The  first  page  of  my  testimony  basically  tells  some  of  the  history 
of  organizations  I  have  been  involved  with.  I  won't  relate  them. 
They're  self-explanatory.  But  in  addition  to  running  a  dairy  farm, 
I  do  manage  the  Progressive  Agriculture  Organization,  with  mem- 
bership in  three  different  States.  In  the  last  paragraph  on  the  first 
page,  I  refer  to  when  I  left  the  board  of  directors  of  Eastern  Milk 
Producers,  I  informed  them  as  they  completed  the  venture  they 
were  in  that  marketing  conditions  would  dramatically  improve,  but 
they  should  never  lose  sight  of  the  need  for  changing  milk  pricing 
formulas  to  ensure  dairy  farmers  of  an  adequate  price. 

We  are  here  today  to  debate  a  self-help  proposal  that  has  been 
endorsed  by  the  National  Milk  Producers  Federation.  We  are  here 
today  because  in  the  spring  of  1981,  the  U.S.  Congress  suspended 
a  semiadjustment  of  the  support  price  on  manufactured  milk.  We 
are  here  today  because  Congress  has  lowered  the  support  price  on 
manufactured  milk  from  a  high  of  $13.10  per  hundredweight  in  the 
early  1980's,  down  to  the  present  level  of  $10.10  per  hundred- 
weight. But,  mainly  we  are  here  today  because  all  segments  of  the 
dairy  industry  and  Congress  have  not  sat  down  and  developed  a 
new  pricing  formula  that  reflects  the  cost  of  producing  milk  on  the 
dairy  farms  across  the  United  States. 
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Before  true  parity  pricing  was  suspended,  we  had  a  healthy  eco- 
nomic climate  on  our  dairy  farms.  Rural  America  was  thriving  as 
a  result  of  this  climate.  Average-size  agribusinesses  had  a  real 
chance  to  survive.  Now,  nearly  all  of  this  is  being  lost  because  of 
inadequate  prices  being  paid  to  our  agricultural  producers.  The  or- 
ganizations I  represent  feel  there  is  still  time  to  correct  the  inad- 
equate, unstable  prices  to  our  dairy  farmers;  however,  we  strongly 
feel  the  so-called  self-help  proposal  is  not  the  correct  way. 

Since  1983  dairy  farmers  have  paid  large  assessments  for  the 
dairy  provisions  of  the  ominous  farm  bill,  assessments  for  the  vol- 
untary diversion  programs,  assessments  for  the  whole-herd  buyout 
program,  assessments  for  the  Graham-Rudman  Reduction  Act,  and 
assessments  for  the  Budget  Reduction  Act. 

The  reward  to  dairy  farmers  for  all  these  assessments  is  to  re- 
ceive a  pay  price  in  Federal  Order  No.  2  of  the  New  York  and  New 
Jersey  market  during  the  month  of  September  1993  of  $12.40  per 
hundredweight,  as  compared  to  the  September  price  of  $12.51  per 
hundredweight  in  1979.  This  is  a  pay  price  of  4  cents  per  hundred- 
weight less  than  14  years  ago,  and  now  we  are  being  asked  to  con- 
sider another  assessment  program  that  is  neither  designed  or  in- 
tended to  correct  the  inadequate  prices  to  dairy  farmers. 

We  oppose  the  self-help  program  because  of  the  following  rea- 
sons. One,  there  isn't  any  new  pricing  formula  in  the  proposed  leg- 
islation that  reflects  the  cost  of  producing  milk.  The  present  M-W 
price  that  establishes  milk  prices  has  no  reflection  on  the  cost  of 
producing  milk.  In  addition,  less  than  2  percent  of  all  milk  pro- 
duced in  the  United  States  is  involved  in  the  M-W  survey.  Two, 
the  20  cent  assessment  contained  in  the  bill,  whether  it  be  an  as- 
sessment or  a  reduction  in  pay  price,  is  an  assurance  the  average 
dairy  farmer  will  receive  nearly  $2,000  less  in  needed  income. 

Three,  the  proposed  legislation  allows  the  proposed  Dairy  Board 
to  assess  additional  money  on  dairy  farmers  if  needed.  Four,  the 
support  price  on  manufactured  milk  is  almost  certain  to  remain  at 
$10.10  per  hundredweight  for  5  years.  Five,  there  is  no  assurance 
of  export  markets  opening  up  that  call  for  additional  manufactured 
dairy  products  from  the  United  States. 

Six,  various  reports  indicate  that  proponents  of  the  proposed  leg- 
islation indicate  a  net  price  increase  to  dairy  farmers  of  between 
25  and  50  cents  per  hundredweight.  This  is  providing  everything 
works  correctly.  This  is  totally  inadequate.  If  the  Federal  Order  No. 
2  blend  price  were  increased  by  the  full  50  cents  per  hundred- 
weight, then  the  recent  August  pay  price  would  have  been  $12.83 
per  hundredweight.  The  blend  price  in  August  of  1980  was  $13.36 
per  hundredweight.  The  new  pay  price  with  the  50  cents  added 
would  be  53  cents  per  hundredweight  less  than  13  years  ago. 

Seven,  a  greater  emphasis  should  be  placed  on  intensifying 
present  nutritional  programs  in  the  United  States  before  we  sell 
cheap  milk  products  to  other  countries.  Eight,  we  are  fearful  of  a 
possible  tie-in  between  the  philosophy  of  self-help  and  present 
trade  agreements  being  considered  by  Congress.  The  Canadian 
Parliament  has  excluded  dairy  from  their  version  of  the  NAFTA 
agreement. 

Nine  (a),  self-help  is  allegedly  geared  to  purchase  surplus  dairy 
products  within  the  United  States  and  then  export  the  products, 
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which  allegedly  will  place  pressure  on  the  domestic  manufactured 
milk  market.  Consequently,  this  is  supposed  to  raise  prices  to  dairy 
farmers.  Nine  (b),  on  October  8,  1993,  USDA  listed  the  following 
inventory  of  uncommitted  manufactured  dairy  products:  One,  249 
million  pounds  of  butter;  two,  15  million  pounds  of  nonfat  dry  milk; 
and  three,  zero  pounds  of  cheese.  Nine  (c),  if  self-help  were  in  place 
today,  where  would  you  buy  the  products  to  put  pressure  on  the 
marketplace  to  raise  dairy  farmers'  pay  price?  Are  you  going  to 
short  the  domestic  market?  Nine  (d),  some  would  argue  the  DEIP 
program  is  already  doing  the  job  in  exporting  dairy  products.  How- 
ever, USDA  figures  indicate  that  during  the  first  9  months  of  1993, 
approximately,  only  500  million  pounds  of  milk  equivalent  has  been 
exported  through  the  DEIP  program.  This  indicates  a  tighter  mar- 
ket. Where  is  the  price  increase  to  our  dairy  farmers? 

Ten,  if  we  understand  this  section  correctly,  we  would  object  to 
section  9  of  the  proposed  act  that  would  allow  the  market  adminis- 
trators and  the  Federal  Orders  to  reduce  the  pay  price  to  dairy 
farmers  and  use  the  funds  to  compensate  milk  handlers  for  the  cost 
of  bringing  milk  into  the  plant  or  shipping  milk  out  of  the  plant. 
I  can  envision  that  in  spring  months,  milk  could  be  shipped  to  the 
Upper  Midwest  and  adversely  affect  the  M-W  price.  This  could 
mean  a  lower  price  to  dairy  farmers  for  the  shipping  costs  as  well 
as  a  lower  M-W  price. 

Eleven,  approximately  25  percent  of  corn  is  raised  in  the  United 
States,  yet  the  market  price  on  a  bushel  of  corn  hovers  around  the 
$2.20  per  bushel  level. 

We  feel  the  above  reasons  are  sufficient  enough  for  us  to  rec- 
ommend to  this  subcommittee  that  the  self-help  program  go  no  fur- 
ther than  this  hearing  room. 

Mr.  Chairman,  at  this  time,  I  would  like  to  introduce  some  exhib- 
its to  your  subcommittee.  We  constantly  hear  that  milk  prices  can- 
not be  raised  to  dairy  farmers  because  of  resistance  in  the  market- 
place. We're  hearing  an  awful  lot  about  developing  markets,  which 
we  certainly  are  in  favor  of,  but  we  should  be  developing  these 
markets  keeping  in  mind  the  right  price  to  our  dairy  farmers. 

In  front  of  me  I  have  3  pounds  of  butter.  I'm  not  promoting  any 
of  the  brands,  nor  am  I  demoting  any  of  the  brands  of  butter.  They 
both  are  AA  butter,  USDA  graded.  I  bought  them  in  northeastern 
Pennsylvania.  I  bought  a  pound  of  A&P  butter  for  99  cents  a 
pound.  I  bought  a  pound  of  SureFine  butter  for  $1.49  a  pound.  I 
bought  a  pound  of  Land  O'Lakes  butter  in  the  same  store,  the 
A&P,  for  $2.49  a  pound,  and  there's  no  room  in  the  marketplace 
to  help  our  dairy  farmers  earn  a  better  price?  The  store  who  had 
the  SureFine  butter  is  an  independent  store,  and  he  told  me  he  had 
a  30  percent  markup  to  get  that  $1.49  price. 

I  have  here  IV2  pounds  of  cheese  sold  in  the  A&P  store  for  $5.89. 
That's  almost  $2  a  pound  for  that  particular  cheese.  If  you  look  at 
the  third  page  of  one  of  the  exhibits  I  have  on  the  price  announce- 
ments from  the  Pennsylvania  Milk  Marketing  Board,  we  have  here 
a  copy  of  a  sign  now  that  started  appearing  in  the  stores  through- 
out the  State  of  Pennsylvania,  which  says,  "WIC  customers:  We  are 
sorry,  you  can  no  longer  buy  deli  cheese  with  WIC  checks."  Does 
that  now  mean  that  the  recipients  of  WIC  programs  will  have  to 
buy  the  more  expensive  packaged  cheese  and  cannot  go  to  the  deli 
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counter  and  get  this  cheese,  even  though  it  could  be  made  cheaper 
to  them? 

There's  been  a  lot  on  TV  last  night  about  the  school  lunch  pro- 
gram, the  nutritional  needs  of  our  children,  and  so  on,  and  yet  one 
of  the  same  stores  that  this  came  out  of  told  me  that  the  food 
stamps  that  go  through  their  store  now,  that  30  percent  of  the 
money  on  food  stamps  is  used  for  nothing  but  soda  and  candy  and 
junk  food,  and  they  guaranteed  me  that  everybody  who  comes  in 
with  food  stamps  will  weigh  25  to  30  pounds  more  than  the  aver- 
age person  because  of  the  junk  food  they  really  are  eating. 

Now  if  you  look  at  the  third  page  of  the  price  announcement 
from  the  Pennsylvania  Milk  Marketing  Board,  which  is  in  your 
packet,  you  will  find  that  in  1990 — in  Pennsylvania  we  have  a  min- 
imum price  established  by  the  Pennsylvania  Marketing  Board,  and 
in  1990  that  price  was  $2.61  a  gallon  selling  out  of  the  stores. 
There  was  no  petition  by  consumers  in  Pennsylvania  to  have  a 
lower  price  for  milk.  There  was  no  resistance  at  the  counter  for  this 
gallon  of  milk.  But  I  bought  this  milk  now  not  for  $2.61  or  $2.50. 
I  paid  $2.25,  which  is  a  36  cent  a  gallon  drop  since  1990,  and  every 
cent  of  that  36  cents  was  felt  by  the  dairy  farmers  in  Pennsylvania 
and  throughout  the  United  States. 

I  have  one  more  exhibit,  which  I  think  is  probably,  to  me,  the 
most  important  one.  I  listened  to  the  people  from  USDA  today.  I 
know  many  of  them.  I  have  a  lot  of  respect  for  them.  But  I  can't 
understand  why  the  USDA  goes  to  the  trouble  of  determining  the 
cost  of  producing  milk  across  the  United  States  and  then  never  re- 
fers to  their  own  figures.  On  the  second  page  here,  and  going  along 
with  what  Mr.  Morrissette  said,  USDA  lists  the  average  cost  of  pro- 
ducing milk  across  the  United  States  in  1991  now  to  be  $14.11  per 
hundredweight.  The  residual  return  from  management  and  risk  is 
minus  38  cents  to  the  average  farmer  across  the  United  States,  but 
in  1980  it  was  $1.69,  and  in  1981  it  was  $1.86.  That's  about  a  $2.30 
difference  in  return  to  our  dairy  farmers  today  as  to  where  they 
were  back  in  1981,  and  this  is  the  problem  that  is  being  experi- 
enced by  our  dairy  farmers  across  the  United  States. 

In  conclusion,  the  organizations  that  I  represent  strongly  feel  the 
self-help  program  will  not  correct  the  inadequate  prices  being  paid 
to  dairy  farmers.  It  is  our  strong  belief  that  Congress  must  elimi- 
nate the  Minnesota-Wisconsin  grade  B  manufacturing  price  as  the 
basic  formula  price  in  all  Federal  milk  marketing  orders.  It  is  our 
recommendation  that  in  place  of  the  M-W  price,  that  the  national 
average  cost  of  producing  milk,  as  determined  by  the  USDA,  be 
used  as  the  basic  formula  price. 

Furthermore,  we  recommend  a  supply  management  program  be 
implemented,  such  as  a  two-tier  program,  to  prevent  any  possible 
abnormal  escalation  of  milk  production.  Let's  determine  how  many 
pounds  of  milk  products  USDA  needs  for  reserve.  Any  milk  pro- 
duced over  the  reserve  amount  would  be  priced  at  a  much  lower 
price,  and  the  products,  if  the  milk  is  produced,  could  be  made 
available,  first,  for  nutritional  programs  and,  second,  for  the  export 
markets. 

This  program  would  return  the  value  of  food  milk  and  milk  prod- 
ucts back  to  the  1989-1990  era.  More  importantly,  the  program 
would  restore  a  fair  price  to  our  dairy  farmers,  which  would  allow 
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the  average  dairy  farmer  an  opportunity  to  stay  solvent.  If  present 
dairy  policies  are  continued  or  if  the  self-help  program  is  imple- 
mented, then  the  end  result  will  be  a  continuance  of  the  demise  of 
our  family  dairy  farms  and  the  further  decay  of  rural  America. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Tewksbury  appears  at  the  con- 
clusion of  the  hearing.] 

Mr.  VOLKMER.  Thank  you. 

Mr.  Whorton. 

STATEMENT  OF  DON  WHORTON,  DAIRY  FARMER, 
WETUMPKA,  AL 

Mr.  Whorton.  Arden,  you  didn't  leave  me  much  to  talk  about. 
[Laughter.] 

I  am  Don  Whorton,  a  dairy  farmer  from  Wetumpka,  Alabama. 
We've  got  a  250-cow  Holstein  herd  in  an  area  of  the  country  that's 
deficit  in  fluid  production.  We  only  produce  about  35  percent  of 
what's  actually  needed  in  bottle  form  in  Alabama.  Because  of  that, 
you'd  think  we  have  a  pretty  good  situation.  If  you  were  a  Ford 
dealer  and  there  was  just  one  Ford  on  the  lot  and  you  had  10  buy- 
ers wanting  it,  you  should  be  able  to  capitalize  on  that.  That's  not 
the  case.  In  Alabama  we're  receiving  prices  equivalent  to  the  sup- 
port price  bottom  plus  a  little  differential,  which  is  several  dollars 
below  what  it  costs  us  to  produce  milk  in  Alabama. 

I  heard  the  statement  Mr.  Boehner  from  Ohio  made  earlier,  talk- 
ing to  Jim  Barr.  He  said  he  came  here  3  years  ago  as  a  new  fresh- 
man and  just  knew  that  the  roof  was  going  to  cave  in  as  far  as 
dairy  farmers  go.  If  Mr.  Boehner  would  get  out  and  visit  some  of 
his  Ohio  dairy  farmers,  he'd  find  out  that  roofs  have  fallen  in  on 
a  lot  of  them.  That's  been  the  case  all  over.  In  Alabama  we  have 
273  dairy  farmers  left.  When  I  started  dairy  farming  some  25  years 
ago,  we  had  3,000.  What  happens  as  you  consider  this  snowball 
that  we  have  in  the  dairy  industry?  We'll  have  neighbors  buying 
neighbors'  cows  to  try  to  cash  flow. 

You  have  plenty  of  milk,  there's  no  doubt,  but  it's  coming  the 
hardest  way.  I've  had  an  opportunity  to  visit  with  our  National 
Dairy  Campaign  all  over  this  country,  and  I've  found  out  there's  no 
difference  anywhere,  whether  it  be  Missouri  or  whether  it  be  Wis- 
consin. The  consumers  are  drinking  their  milk  or  eating  their 
cheese  off  the  backs  of  dairy  farmers  that  are  losing  their  shirt  on 
every  hundredweight  of  milk  they  produce,  and  that's  nearly  with- 
out exception. 

I  haven't  got  a  prepared  statement  today.  I  came  in  to  support 
the  others  that  were  on  this  panel,  and  then  I  was  asked  to  fill  in 
for  someone  that  was  absent.  But  I  do  appreciate  the  opportunity 
of  being  here,  and  I'd  like  to  read  a  short  statement  on  comments 
that  were  made  on  the  self-help  plan  by  the  National  Dairy  Cam- 
paign some  time  earlier. 

"The  National  Milk  Producers  Federation's  plan  clearly  gives  pro- 
ducers more  control  over  the  dairy  price  support  program.  All  as- 
sessments would  be  refundable,  unlike  the  current  program.  It 
would  create  a  more  stable  market  in  which  we  could  operate  our 
dairy  farms." 
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I  believe  that  one  problem  there  that's  not  addressed  was  the 
price  we  receive  for  our  product.  Of  course,  that's  the  reason  we're 
here  today.  I  stated  it  would  create  a  more  stable  market.  That  is 
if  you  would  take  out  the  lows  as  well  as  the  highs  that  we've  lived 
with  the  last  several  years.  If  CCC  removals  are  projected  to  be  7 
billion  pounds  and  the  average  manufactured  price  were  to  fall 
within  50  cents  of  the  $10.10  support  price  and  remain  there  for 
2  consecutive  months,  a  penalty  would  be  levied  on  all  surplus  milk 
production.  The  penalty  would  remain  in  effect  until  the  average 
manufactured  price  rose  to  $1.50  above  support,  at  which  time  it 
would  be  suspended  and  the  board  would  return  to  its  normal  sta- 
bilization efforts. 

The  problem  in  this  and  the  thing  that  could  be,  if  National  Milk 
would,  reconsidered,  or  if  this  subcommittee  would  reconsider,  I'm 
not  so  sure  that  the  self-help  program  wouldn't  be  a  start  down  the 
road  to  what  a  lot  of  us  have  talked  about  for  a  long  time,  but  the 
triggers  are  so  low  as  far  as  supply  management  effort  and  this 
whole  program  that  it  will  not  do  the  dairy  farmers,  I  don't  believe, 
any  good  at  this  point. 

I  think  if  you  did  improve  those  triggers — and  I  would  suggest 
that  any  time  that  the  support  price  of  the  all-milk  price  dropped 
down  to  within  $1.50  of  the  $10.10,  which  would  be  $11.60  for  this 
program  to  kick  in  and  for  it  to  stay  in  until  the  price  was  $3  above 
that  support  price,  which  would  be  $13.10,  that  would  only  be  as 
high  as  the  support  price  was  10  years  ago.  Then  we  would  have 
a  program  that  would  begin  to  control  inventory  to  some  degree, 
and  as  we've  discussed  over  and  over  today,  we  can  talk  about  ex- 
ports, but  as  long  as  we're  dealing  with  $6.62  world  market  price, 
dairy  farmers  can't  produce  that  milk. 

You  all  may  be  able  to  get,  through  free  trade,  10  years  from  now 
a  market  that  we  can  produce  in,  but  we've  got  to  live  between  now 
and  then.  I  ask  you  to  consider  our  situation  that  we've  been  in  the 
last  few  years,  what  we've  got  to  do  to  live  until  we  get  to  a  free 
trade  situation,  and  then  let's  go  at  it. 

I  appreciate  it,  Mr.  Chairman. 

Mr.  Volkmer.  Thank  you  very  much,  Mr.  Whorton. 

Mr.  Stancer. 

STATEMENT  OF  BILL  STANCER,  DAIRY  FARMER,  CABOOL,  MO 

Mr.  STANCER.  Mr.  Chairman,  I  thank  you  for  this  opportunity  to 
be  here  today,  and  I,  too,  have  a  flight  to  catch,  so  I'm  going  to  try 
to  be  as  brief  as  possible.  I  did  submit  a  written  testimony.  For  the 
benefit  of  everyone  here,  I'd  like  to  just  read  it  quickly  and  then 
make  a  few  additional  comments  to  save  us  a  bit  of  time. 

As  a  producing  dairy  farmer  in  south-central  Missouri,  I  would 
like  to  share  these  comments  that  I  and  other  producers  and  busi- 
ness people  in  the  area  are  concerned  about.  Dairy  farmers  and 
their  families  are  tired.  Not  tired  of  the  hours,  the  labor,  the  losses, 
but  of  not  getting  a  fair  price  for  their  product.  Thus,  many  choose 
to  liquidate.  The  continuing  liquidations  that  have  been  ongoing  for 
some  time,  averaging  nearly  one  per  day,  are  raising  many  con- 
cerns as  to  the  economic  impact  they  are  having  in  our  area. 

The  average  dairy  producer  in  our  area  puts  about  $100,000  into 
the  local  economy.  This  is  turned  over,  it  is  said,  approximately 
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seven  times  within  the  community  before  it  leaves  it.  When  this  is 
lost,  potential  job  loss  is  created,  the  overall  downsizing  of  the  com- 
munity, and  the  tax  base  loss.  Certainly,  one  must  recognize  that 
immediate  changes  of  dairy  policy  must  be  made. 

As  overproduction  has  been  blamed  for  low  farm  pricing,  the  Na- 
tional Milk  Producers  Federation  proposal  of  self-help,  or  self-con- 
trol, certainly  must  be  considered  a  first  step  in  bringing  about  a 
fair  balance  in  milk  production.  However,  in  discussing  this  ap- 
proach with  many  producers  in  this  area,  they  raised  many  con- 
cerns as  to  the  details  of  the  plan — mainly,  the  triggers,  there's  no 
realistic  cap  for  the  production  control,  the  establishment  of  an- 
other board,  the  assessments,  bloc  voting,  and  so  on — the  critical 
details  that  must  be  addressed  to  achieve  the  needed  results.  Other 
plans  have  also  been  submitted  with  ideas  that  could  incorporate 
into  the  concept  of  self-help  and  work  together  to  create  a  fairer 
balance  between  producers  and  processors. 

On  the  fragile  soil  and  rolling  hills  of  southern  Missouri  that  are 
basically  covered  with  continuous  grass  and  legume  crops,  dairy 
and  beef  production  are  highly  compatible.  Grazing  dairy  and  beef 
in  this  area  is  an  environmentally  safe  practice.  I  believe  farm  or- 
ganizational groups,  National  Milk  Producers  Federation,  grass- 
roots activists,  producers,  and  concerned  legislators  working  to- 
gether can  change  dairy  policy  to  make  it  a  viable  situation. 

I'd  like  to  go  back  in  the  last  paragraph  here  or  so  that  I  had 
on  the  environment  and  touch  on  it  just  briefly.  What  I  think  we 
are  seeing,  Mr.  Chairman,  in  our  area  is  a  shift  of  producing  dairy 
cows  moving  from  smaller  hands  to  larger  operations.  I  think  this 
is  the  message  that  I'm  trying  to  share  here,  the  impact  that  it  cre- 
ates in  our  local  economy  and  the  potential  loss. 

There's  another  thing  that  I  didn't  mention  in  the  prepared 
statement,  but  when  we  look  at  the  environment  factor,  being  that 
our  type  of  production  in  that  area  is  basically  roughage,  is  compat- 
ible, and  when  you  spread  cattle  out  thinner  on  more  ground,  if  you 
will,  the  problems,  I  would  say  as  a  producing  dairy  farmer,  are 
somewhat  less.  You  concentrate  them  into  a  dry  lot  operation,  and 
the  first  thing  we're  starting  to  deal  with  waste,  we're  starting  to 
deal  with  odors,  we're  starting  to  deal  with  water  problems. 

I  do  believe  that  some  of  the  programs  in  the  Federal  Govern- 
ment also  help  to  alleviate  some  of  those  problems,  do  they  not? 
That  would  be  my  question.  Are  the  tradeoffs  that  we  must  con- 
sider and  losing  the  potential  incomes  out  in  the  rural  commu- 
nities— are  these  good  tradeoffs  where  we  just  take  from  one  to 
give  to  another  type  of  production? 

Balance,  I  believe,  is  the  one  thing  that  we  need  to  look  at.  I  had 
a  meeting  with  our  Congressman  not  too  long  ago,  Bill  Emerson, 
in  southeast  Missouri,  and  we  did  talk  about  balance,  and  what- 
ever is  done  in  this  committee,  I  would  truly  hope  that  we  consider 
that  one  factor — balance. 

Thank  you  very  much  for  this  opportunity. 

[The  prepared  statement  of  Mr.  Stancer  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Volkmer.  Thank  you. 

Ms.  Danielson. 
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STATEMENT  OF  NANCY  F.  DANIELSON,  MEMBER,  NATIONAL 

FARMERS  UNION 

Ms.  DANIELSON.  Good  afternoon,  Mr.  Chairman,  and  members  of 
the  subcommittee.  I'm  here  today  on  behalf  of  the  250,000  farm 
families  of  the  National  Farmers  Union,  and  we  appreciate  that 
you're  holding  this  second  hearing  on  self-help.  I  currently  work  for 
National  Farmers  Union  full-time,  but  I  did  grow  up  on  a  dairy 
farm  in  Wisconsin,  and  dairy  farmers  are  very  near  and  dear  to  my 
heart. 

Earlier  this  year,  when  you  had  your  first  hearing,  we  submitted 
four  main  concerns  in  written  testimony  on  the  self-help  program, 
and  those  concerns  were:  One,  that  it  didn't  do  anything  to  assure 
the  cost  of  production  to  producers;  two,  that  it  relied  on  bloc  vot- 
ing to  elect  a  board;  three,  we  were  concerned  about  the  number 
of  assessments;  and  four,  we  were  concerned  that  the  plan  did 
nothing  to  address  the  transportation  differential  problems  which 
are  currently  causing  the  geographical  shift  of  milk  production. 

Today,  however,  I'd  like  to  focus  on  just  three  specifics:  First,  the 
USDA's  analysis  of  how  H.R.  2664  would  impact  producer  income 
and  consumer  price;  second,  the  two-tier  component  of  the  pro- 
gram; and,  third,  whether  or  not  self-help  is  GATT-legal. 

For  the  USD  A  analysis,  we're  very  concerned  to  see  that  over  a 
5-year  period,  USDA  projected  that  our  farm  producers  would  have 
a  net  loss  of  farm  income  of  $120  million,  and  you  can  understand 
how  it  would  be  very  difficult  for  any  of  our  producers  to  support 
a  program  that  will  result  in  a  net  decrease  of  farm  income.  In  ad- 
dition, we're  concerned  that  this  would  increase  consumer  prices  at 
the  same  time  farmers  were  losing.  It  would  increase  consumer 
prices  by  $45  million,  so  we're  concerned  that  consumers  also 
would  not  support  a  program  like  this.  We  would  rather  see  Con- 
gress spend  their  time  on  some  type  of  supply  management  pro- 
gram. 

This  takes  us  into  our  second  concern.  Some  advocates  of  the 
self-help  program  have  discussed  with  us  the  fact  that  there  is  a 
supply  management  component  of  this  program,  and  they  have 
said  that  since  dairy  farmers  seem  to  support  a  two-tier  program, 
maybe  we  should  get  behind  the  self-help  program.  Many  of  the 
people  in  this  room  attended  the  National  Dairy  Summit  in  York, 
Pennsylvania — in  fact,  there  were  about  500  people  there — and 
there  was  overwhelming  support  there  from  producers  in  support 
of  a  two-tier  supply  management  program.  A  month  later,  we  had 
a  Wisconsin  Dairy  Summit  out  in  Chippewa  Falls,  Wisconsin,  and 
again,  of  the  200  producers  that  attended  that  program — and  about 
one-half  of  them  were  Farmers  Union  members,  one-half  of  them 
were  not  Farmers  Union  members — there  was  overwhelming  sup- 
port for  a  two-tier  program. 

However,  this  program  is  not  a  two-tier  program.  In  fact,  the  rea- 
son that  producers  are  willing  to  support  a  two-tier  program  is  be- 
cause there  is  the  high  price  component  for  tier  1,  and  they  are  not 
willing  to  accept  quotas  and  accept  assessments  without  getting  a 
price  in  exchange  as  part  of  the  program.  The  self-help  program, 
by  this  analysis,  will  maybe  yield  1  penny  per  hundredweight  for 
producers.  There  is  no  way  that  our  producers  will  accept  a  pro- 
gram like  this. 
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The  last  question  that  I  would  like  to  address  today  is  whether 
or  not  the  program  is  GATT-legal.  It  was  interesting  to  see  the 
analysis  from  USDA  that,  yes,  the  program  would  be  able  to  oper- 
ate if  GATT  were  passed  and  under  the  Blair  House  Agreement, 
but  they  would  be  under  the  same  constraints  that  the  DEIP  pro- 
gram would  be  under.  The  question  I  had  was:  How  much  would 
we  have  to  reduce  what  we  currently  export  under  the  DEIP  pro- 
gram? 

You  will  probably  have  the  best  numbers  that  have  been  submit- 
ted to  you  through  USDA,  but  the  numbers  that  I  had  available  to 
me,  if  you'll  refer  to  attachment  C  of  my  testimony,  there's  a  table 
that  USDA  puts  out  that  shows  our  exports  under  CCC  and  DEIP 
for  the  years  1986  through  1990,  and  it's  my  understanding  that 
that  would  be  the  base.  Well,  if  you  take  that  table  in  attachment 
C  and  add  up  what  the  base  would  be,  you  come  up  with  a  5-year 
base  of  335.6  million  pounds.  Now,  if  you  divide  that  out  by  5,  you 
see  that  our  average  would  be  67  million  pounds.  Then  you  have 
to  see  what  would  happen  if  you  reduce  that  by  21  percent,  and 
you  would  come  up  with  53  million  pounds  allowable. 

Now,  if  you  compare  that  number  to  the  other  number  on  the 
chart,  which  talks  about  what  we  exported  in  fiscal  year  1991- 
1992,  you'd  see  that  we  exported  153  million  pounds.  So  that  tells 
you  that  we  would  have  to  reduce  the  amount  that  we  are  cur- 
rently exporting. 

You  can  do  the  same  thing  for  cheese.  If  you  look  at  the  next  at- 
tachment, you'll  see  that  our  average  exports  were  9.32  million, 
and  that  the  allowable  amount  under  the  Blair  House  might  be 
more  like  7.36  million,  and  in  fiscal  year  1991-1992  we  exported 
8.3  million.  So  we  will  have  to  reduce  the  amount  of  cheese  that 
we  export. 

The  same  is  true  for  powder.  In  fact,  the  5-year  base  period  was 
679.5  million,  the  average  over  that  base  period  was  135.9  million, 
we  have  to  reduce  that  by  28.54  million,  and  so  we  come  up  with 
an  allowable  amount  of  107.36  million.  In  fiscal  year  1991-1992, 
we  exported  202.9  million. 

Why  do  we  need  an  additional  program  to  do  exports  when  we 
will  already  have  to  export  the  amount  that  we  are  currently  ex- 
porting under  DEIP?  Therefore,  although  we  believe  this  program 
could  operate  even  if  GATT  were  passed,  we  don't  believe  there's 
an  advantage  in  having  this  program. 

Maybe  the  last  question  that  we  would  have  to  ask  today  is,  as- 
suming that  the  GATT  does  not  pass — and  I  guess  if  we  had  our 
way,  we  certainly  wish  that  the  GATT,  as  currently  proposed  under 
Dunkle  and  under  Blair  House,  would  not  pass.  But  suppose  it 
would  not  pass.  What  then  is  the  impact?  Well,  the  impact  is  that, 
according  to  USDA,  if  we  increase  our  subsidized  exports,  the  Euro- 
pean Community  will  do  the  same,  and  your  result  is  to  depress 
the  world  market  price  for  dairy  products. 

A  number  of  years  ago,  as  part  of  the  Wisconsin  rural  leadership 
program,  we  went  to  Jamaica  and  we  looked  at  what  was  happen- 
ing there  with  their  dairy  products,  and  we  found  out  that  they 
were  unable  to  develop  their  dairy  production,  even  though  the  cli- 
mate was  right,  because  of  the  dumping  on  the  world  market.  It 
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seems  to  me  that  as  our  solution  for  U.S.  producers,  we  should  not 
adopt  a  plan  which  relies  on  dumping. 

We  appreciate  the  time  that  you're  taking  to  address  this  very 
important  concern  of  producer  income  today,  but  we  hope  that  you 
will  look  at  other  solutions  in  addition  to  the  proposed  self-help 
program. 

Thank  you. 

[The  prepared  statement  of  Ms.  Danielson  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  VOLKMER.  Thank  you  very  much. 

It  appears  from  the  general  consensus  that  I  heard  that  everyone 
here  has  expressed  a  strong  support  for  a  two-tier  program. 

I  know,  Mr.  Stancer,  in  my  previous  conversations  with  you  and 
Mr.  Whorton,  that  you  all  also  would  support  that  type  of  program. 
But  in  your  discussions  starting  earlier  this  year  with  yours  truly, 
I  believe  you  came  to  the  conclusion,  as  I  have,  that  it's  just  not 
possible.  Isn't  that  correct,  Mr.  Whorton? 

Mr.  Whorton.  Pretty  much  so.  I  guess  after  so  many  years  of 
frustration,  it  appears  that  that  chance  is  not  there. 

I'll  go  back  to  what  Nancy  said  about  the  National  Dairy  Summit 
just  a  few  short  miles  away.  Dairy  farmers  came  into  that  summit 
after  Senator  Pat  Leahy  and  Secretary  of  Agriculture  Espy  offered 
to  put  it  on,  and  we  had  dairy  farmers  there  from  half  the  States 
in  this  country.  Some  of  them  were  part  of  organizations,  some  had 
never  been  a  part  of  any  organization.  Some  had  never  been  to  a 
testimony  of  any  kind  and  didn't  know  how  the  thing  would  be  con- 
ducted, but  they  wanted  to  go  and  tell  their  story. 

All  of  them  expressed  desire  for  a  two-tier  program.  There  were 
2,  maybe  3  producers  out  of  that  500  that  didn't  think  the  two-tier 
was  the  way  to  go,  maybe  it  ought  to  be  self-help.  Well,  3  days 
later,  the  National  Milk  Producers  Federation  released  their  news- 
letter and  told  about  this  radical  bunch  of  dairy  farmers  that  came 
to  Pennsylvania  to  try  to  get  something  that  was  unrealistic.  The 
Hoard's  Dairyman,  Dairy  Profit  Weekly,  all  the  publications  we  re- 
ceived picked  up  on  the  newsletter,  and  before  you  know  it,  they 
just  didn't  have  a  chance  to  get  two-tier,  because  there  wasn't  any- 
thing there  to  get  except  self-help. 

So,  yes,  maybe  we've  accepted  the  fact  that  that's  the  case.  After 
you've  been  treated  to  those  odds  and  tried  to  impress  on  that  Sen- 
ate Ag  Committee  that  dairy  farmers  did  want  the  two-tier  and 
couldn't  persuade  that  committee  that  that's  what  they  could  or 
wanted  to  do,  we've  accepted,  particularly  at  my  home,  that  we 
could  go  with  the  self-help. 

But  if  we  go  with  the  self-help,  you've  got  to  have  triggers  in  that 
program  that  would  allow  that  program  to  come  in  before  you  get 
into  the  detrimental  bottoms  that  we  saw  in  1991,  and  you  cannot 
do  that  with  the  present  triggers  and  national  milk  sales.  If  they 
would  raise  that  trigger  to  let  the  penalty  on  overproduction  come 
in  at  $11.60  and  allow  it  to  stay  there  until  milk  rose  to  $13.10, 
then  in  essence  we  would  have  some  type  of  inventory  control. 
With  the  thing  that's  there  today,  I  think  the  program  is  not  worth 
the  paper  it's  written  on. 

Mr.  VOLKMER.  All  right.  I  just  want  to  comment,  Mr.  Tewksbury, 
I  have  my  staff  out  trying  to  find  exact  figures,  but  I  can  remember 
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back  when  you  were  alluding  to  the  time  when  milk  prices  in  1979, 
1980,  1981  were  around  $14,  $13,  or  something,  the  price  support 
level  was  a  lot  higher,  but  at  that  time  our  Federal  Government — 
and  I  don't  have  the  exact  figures,  but  I  know  it  was  in  excess  of 
$1  billion  a  year  to  support  that  price. 

Mr.  Tewksbury.  Mr.  Chairman,  I  agree  with  what  you're 
saying 

Mr.  Volkmer.  Let  me  finish.  We  don't  have  that  kind  of  money 
today.  We're  down  to  where,  if  you  listen  to  Mr.  Barr,  you're  find- 
ing out  that  the  dairymen  are  almost  paying  for  the  program  today. 
There's  no  money  in  the  budget.  Wake  up.  Face  the  music.  It's  not 
there.  There's  no  money  in  the  budget.  Any  program  that  has  to 
be  developed  is  going  to  have  to  be  developed  with  the  farmers 
themselves  doing  it. 

Now,  you  say,  "Well,  let's  do  a  two-tier."  Well,  you're  talking  to 
the  preacher.  Ask  the  gentleman  from  Texas,  ask  the  gentleman 
from  California,  ask  the  gentleman  from  Wisconsin,  ask  anybody 
on  this  subcommittee  who  was  carrying  the  ball  for  two-tier  in 
1990-1991.  You're  looking  at  him,  you've  been  talking  to  him.  I'll 
tell  you,  the  votes  aren't  here,  period. 

Now,  if  you  want  me  to  stand  up  here  and  make  a  big  show  and 
go  out  there  and  tell  my  farmers  I'm  going  to  get  them  all  this 
money  because  I'm  going  to  do  a  two-tier,  I  can  do  that,  but  you 
won't  even  see  a  bill  come  out  of  this  subcommittee,  in  my  opinion. 
If  you  want  me  to  play  politics  with  the  dairy  industry,  I  can  play 
politics  with  the  dairy  industry.  But  I  started  out  this  year  know- 
ing that  I  could  never  get  two-tier,  as  much  as  I'd  like  to  get  two- 
tier.  So  I  met  with  a  large  group  of  dairy  people,  including  the  gen- 
tleman right  there  sitting  with  you  at  that  table  and  a  lot  of  others, 
and  I  told  them  until  they  could  come  up  with  something  that's 
better  than  the  present  program,  but  not  two-tier,  I  wasn't  going 
to  do  a  thing.  As  a  result,  we  now  have  a  self-help  program  pro- 
posed. 

As  far  as  I'm  concerned,  I'll  tell  you  and  any  other  farmers  out 
there  listening,  and  Mr.  Morrissette,  the  same  thing,  Ms.  Daniel- 
son,  the  same  thing.  I  want  you  to  listen  very  carefully.  If  you  want 
something  done,  you  better  work  within  what  we're  trying  to  work 
with  right  now.  Like  I  said  before  in  my  opening  statement,  if 
you're  satisfied  that  self-help  is  worse  than  the  present  program, 
then  you  should  come  out  in  opposition  to  it.  But  there's  nothing 
else  on  the  table. 

I  know  the  gentleman  from  Vermont  testified  here  today.  Our 
good  colleague,  Mr.  Sanders,  says  he's  introducing  a  two-tier  bill. 
I  dare  say  when  we  go  to  markup,  I  can  put  that  to  vote  on  this 
subcommittee,  and  I  could  take  it  to  the  House,  and  he  can  intro- 
duce it  and  maybe  get  the  floor  Rules  Committee  to  give  him  a  vote 
in  the  House  if  we  ever  get  this  bill,  and  he  can  offer  it  as  an  alter- 
native maybe.  But  as  I  said  in  my  opening  statement,  how  many 
votes  did  I  get  out  of  the  House  out  of  435?  How  many  votes  did 
I  get?  Do  you  remember  what  I  said?  Seventy.  Didn't  do  a  thing. 

Now,  I'll  get  off*  my  soapbox,  but  I  want  you  to  understand  where 
I'm  coming  from.  I'm  trying  to  help  the  dairy  farmer,  but  I'm  trying 
to  help  within  the  realm  of  possibility. 
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Now  if  you  have  something  to  say,  Mr.  Tewksbury,  go  right 
ahead. 

Mr.  Tewksbury.  Mr.  Chairman,  we  are  more  than  aware  of  the 
cost  of  the  support  program  back  in  the  early  1980's,  we're  more 
than  aware  of  the  buildup  of  supplies,  but  we  do  think  that  a  prop- 
er two-tier  program  can  be  written  and  cost  the  USDA  less  money 
than  present  programs,  and  the  cost  would  be  experienced  by  the 
dairy  farmers. 

Mr.  Volkmer.  Mr.  Tewksbury,  I'll  guarantee  you  we  can  do  that, 
but  you'll  never  get  it  passed  by  the  Congress.  I  can  write  one.  I 
wrote  one  last  time.  No  cost  to  the  Government,  except  administra- 
tion costs.  Got  70  votes.  Couldn't  get  it  out  of  the  full  committee. 
I  mean,  I  hope  you're  not  living  in  a  dream  world.  You've  got  to 
face  reality.  I  had  to  face  reality,  and  reality  is  the  votes  are  not 
here. 

Mr.  Morrissette,  do  you  want  to  say  anything  now? 

Mr.  Morrissette.  I  would  say  that  if  our  choices  are  between 
taking  self-help  or  walking  away  from  it,  why  don't  we  walk  away 
from  it  all  and  have  a  real  free  market  program?  Let's  do  away 
with  the  Federal  milk  program,  let's  do  away  with  the  orders,  and 
let's  do  away  with  the  Commodity  Credit  Corporation,  and  let's 
have  a  real  free  market  system.  That's  what  everybody's  talking 
about,  so  let's  go  that  route.  Then  the  farmers  will  have  to  do  their 
own  thing,  and  so  will  the  co-ops  and  all  the  other  people.  Maybe 
that's  what  we  really  should  do  is  free  ourselves  from  the  Govern- 
ment once  and  for  all. 

Mr.  Volkmer.  Would  anybody  else  like  to  make  a  statement? 
Then  I'm  going  to  let  the  gentleman  from  Wisconsin  ask  some 
questions. 

Mr.  Stancer.  Mr.  Chairman,  I've  heard  quite  a  bit  here  this 
afternoon,  and  I  think  I've  got  quite  an  understanding,  being  in- 
volved for  the  last  3  years  or  so  myself  and  trying  to  cope  with  this, 
and  I  can  truly  understand  where  you  or  anyone  on  this  sub- 
committee might  be.  It  is  a  problem,  believe  me.  I've  struggled  with 
it  myself  in  trying  to  offer  suggestions  and  help. 

But  not  so  much  as  to  make  a  statement  here,  but  it  does  raise 
a  question  in  my  mind.  What  are  we  really  trying  to  accomplish? 
Are  we  trying  to  project  ourselves  in  an  image  of  trying  to,  shall 
I  say,  feed  the  world  and  shrink  ourselves  here?  I  don't  know  if  I'm 
even  asking  you  this  with  the  way  I  feel.  I'm  trying  to  be  honest. 
What  is  our  priority  in  this,  if  I  may  ask?  And  then  maybe  we  can 
look  at  this,  and  how  can  we  work  together  yet  to  continue  to  make 
something  work? 

I'm  concerned  about  our  economy.  I  can  really  understand.  I 
mean,  you  are  trying  to  save  money.  It  comes  back  to  us.  We  are 
the  payees,  if  you  will.  We  pay  the  taxes.  That  is  the  thing  that 
I'm  struggling  with,  that  if  we  don't  maintain  a  structure  out  there 
that  can  generate,  then  haven't  we  lost  something?  That's  the  ques- 
tion I  would  like  to  ask. 

Mr.  Volkmer.  Well,  normally  members  of  the  panel  that  are  wit- 
nesses aren't  supposed  to  ask  questions. 

Mr.  Stancer.  I  know  that,  sir.  I  understand  that.  In  my  mind, 
if  you  will,  please. 
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Mr.  Volkmer.  I  think  most  members  of  the  Agriculture  Commit- 
tee, Mr.  Stancer,  would  like  to  see  programs  that  would  provide 
stability  out  there  for  our  producers  that  also  provide  a  sufficient 
income  for  them  to  make  a  comfortable  living,  have  some  standard 
of  living,  not  necessarily  become  millionaires,  but  have  a  com- 
fortable lifestyle,  at  least,  and  that  most  of  those,  we  believe,  I 
think,  firmly  on  this  subcommittee,  as  much  as  possible  should 
come  from  the  marketplace  rather  than  the  Government. 

But  those  are  philosophical  questions,  and  you  may  get  a  dif- 
ferent answer  from  each  person  that  you  ask  this  question  on  this 
subcommittee.  But  I  think  most  of  the  members  of  the  Agriculture 
Committee  have  attempted  to  work  in  the  past — I  know  we  worked 
very  hard  when  the  gentleman  from  Texas  was  chairman  of  the 
subcommittee — to  try  to  work  out  something  to  improve  the  dairy 
program,  and  that's  basically  why  we're  here  today. 

Mr.  Stancer.  That's  right. 

Mr.  VOLKMER.  We're  trying  to  do  something  to  try  to  improve 
that  dairy  program.  I  don't  think  there's  anybody  here  that  really 
wants  to  do  anything  to  hurt  the  dairy  program  so  our  producers 
get  less  and  make  less.  There's  no  intent  to  do  that. 

With  that,  I'll  recognize  the  gentleman  from  Wisconsin. 

Mr.  Gunderson.  Well,  thank  you,  Mr.  Chairman.  I  apologize  for 
not  being  here.  I'm  trying,  like  most  of  my  colleagues,  to  go  back 
and  forth  to  the  NAFTA  markup  next  door. 

But  I'm  going  to  take  advantage  of  my  5  minutes,  Mr.  Stancer, 
to  try  to  answer  your  question,  at  some  risk,  because  this  has  sort 
of  either  elevated  or  degenerated  into  a  discussion  rather  than  a 
hearing. 

I  would  plead  with  you  to,  first  of  all,  know  that  I  come  from  one 
of  those  smalltown  nooks  in  the  road,  an  incorporated  community. 
I  went  to  a  two-room  country  school.  I  belonged  to  a  church  with 
85  members.  My  mom  today  runs  a  country  store.  I  tell  you  all  of 
that  because  I  think  in  1949,  when  the  Agricultural  Act  of  1949 
was  created,  it  was  created  in  response  to  the  World  War  and  the 
shortage  of  food.  I  think,  unfortunately,  there  isn't  one  of  us  in  this 
room  who  can  make  a  strong  case  that  without  Government  assist- 
ance there  will  be  a  shortage  of  food  tomorrow.  We've  had  sur- 
pluses for  too  long  that  we  can't  convince  certainly  our  urban  col- 
leagues in  this  Congress  that  we  need  a  farm  security  program  to 
guarantee  an  adequate  supply  of  food. 

I  have  said  for  a  long  time  that  the  only  other  justification,  then, 
for  farm  programs  is  structure,  that  it  is,  very  frankly,  that  whole 
social  impact  of  the  smalltown  school,  the  institutions,  the  hospital, 
et  cetera.  We've  got  a  problem,  very  frankly,  convincing  some  of  our 
colleagues  in  the  growth  States  that  that's  worth  preserving.  We 
have  a  problem,  very  frankly,  in  terms  of  the  GATT  Agreement,  of 
making  "payments"  like  that  legal,  unless  you  make  it  as  a  direct 
income  payment  related  to  structure  as  opposed  to  a  subsidized 
support. 

So  we  can  decide  this  year,  next  year,  in  the  wake  of  GATT,  or 
whenever,  that  we  want  to  keep  the  family  farm  as  we  knew  it  or 
as  we  define  it.  But  we're  going  to  have  to  find  a  way  to  support 
that  family  farm  outside  of  the  subsidized  payments  for  production, 
because  we  can't  win  that  argument  here  in  the  Congress. 
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Having  said  that,  I  jump  to  Mr.  Morrissette's  comment,  and  I 
don't  think  you're  wrong.  I  think  you  reflect  the  comments  of  the 
vast  majority  of  dairy  farmers  in  my  district,  who  would  say,  "If 
you  get  rid  of  all  of  the  Government  programs  and  give  us  a  truly 
free  market,  we'll  take  it  today."  You're  from  Vermont.  My  farmers 
coming  from  Wisconsin,  you  know  how  they  feel  about  the  differen- 
tials in  marketing  orders.  They  are  absolutely  convinced  that,  on 
the  one  hand,  we  talk  free  market  on  subsidies,  but  we  don't  talk 
free  market  on  the  sale  of  product  across  this  country  and  on  a 
level  playing  field  in  terms  of  pricing.  They  would  jump  at  that 
same  suggestion  that  you  brought  forth. 

I  would  like  to  suggest — and  it's  why  I  go  back  to  my  very  first 
comment  at  the  beginning  of  the  hearing  today — we've  got  to  find 
a  way  to  go  forward.  Now,  you  don't  have  to  like  the  National  Milk 
Producers'  Federation  proposal  as  it  exists  today,  but  I  think  the 
concept  of  self-help,  of  an  industry-run  program  as  opposed  to  Gov- 
ernment subsidy,  is  the  concept  of  the  future.  We  need  to  figure  out 
what  are  the  changes  in  that  proposal  that,  frankly,  make  it  ac- 
ceptable to  those  of  you  at  this  table,  that  make  it  acceptable  to 
USDA  in  terms  of  being  GATT-legal,  that  make  it  acceptable  to  the 
west  coast  and  other  people.  Because  if  we  can't  figure  out  after 
today  what  those  changes  are  that  allow  us  to  go  forward,  then  we 
not  only  aren't  going  to  go  where  you  want  to  go,  we're  not  only 
not  going  to  do  what  you  want  to  do,  but  we  are  going  to  be  left 
in  this  never-never  land. 

I  have  a  statement  I've  used  back  home  among  my  farmers  since 
1985.  You  can't  stop  change.  Change  is  going  to  occur  whether  any- 
body in  this  room  wants  it  to  or  not.  If  we  allow  change  to  happen 
on  its  own,  unfortunately,  in  rural  America  it's  called  deterioration. 
But  if  you  mold  that  change  in  a  positive  way,  it's  called  progress. 
The  question  before  the  dairy  industry  in  this  country  in  1993  is, 
are  we  willing  and  able  to  mold  that  change  in  a  positive  way?  I 
don't  think  we  have  the  answer  to  that  yet. 

Mr.  Morrissette.  I  think  you're  exactly  right.  I  agree  with  that. 
But  I  would  like  to  point  out  that  we  have  to  look  at  the  realities 
of  what's  going  on,  and  I  think  you  alluded  to  that,  out  in  the  coun- 
tryside. The  average  age  of  dairymen  is  58  years  old,  today.  People 
aren't  buying  new  equipment.  They  aren't  modernizing  their  farms. 
I  read  an  article  a  little  while  ago  about  Wisconsin  farms  not  being 
modern  and  not  keeping  up  to  speed.  The  reason  is,  they  don't  have 
the  money  to  do  that.  You're  not  going  to  go  out  and  spend  money 
if  you  don't  feel  you  can  generate  return  on  that  investment. 

Mr.  Gunderson.  That's  one  of  my  problems,  frankly,  with  the 
bill  as  drafted.  We  have  the  oldest  dairy  barns  in  the  country,  on 
the  average,  in  Wisconsin.  I  will  tell  you,  those  young  people  in 
Wisconsin  have  told  me,  and  told  me  bluntly,  the  only  way  they 
will  take  over  a  dairy  operation  is  if,  very  frankly,  they  can  expand 
it  to  a  size  so  that  they  can  have  either  a  brother-brother  combina- 
tion or  that  they  can  have  a  hired  assistant  so  that,  very  frankly, 
they  can  take  a  vacation,  they  can  have  a  weekend  off  once  in  a 
while  like  everybody  else  they  know  in  American  society. 

Now,  I  would  love  to  defend  the  Norman  Rockwell  dairy  farm  as 
we  knew  it,  but  if  it's  a  choice  between  that  size  farm  and  no  dairy 
agriculture  in  Wisconsin,  it's  not  a  very  difficult  choice  for  me. 


56 

Mr.  MORRISSETTE.  I  would  also  point  out  another  thing  to  you. 
I  get  the  Ag  Review  that  comes  from  Wisconsin,  and  you  ought  to 
read  that  last  commentary  by  Joe  McNair,  I  think  it  is,  about  the 
Federal  Order  System  and  the  distortions  in  that. 

I  would  also  point  out  to  Mr.  Dooley  from  California,  there  was 
another  little  article  in  there  a  while  ago  talking  about  cost  of  pro- 
duction, and  if  you  get  the  Wisconsin  dairy  farm  up  to  a  com- 
parable level  to  the  dairy  farms  in  California,  Wisconsin  can  actu- 
ally produce  milk  for  less. 

So  I  just  think  that  we  really  have  to  start  looking  at  some  of 
these  realities  here  if  we're  going  to  have  a  dairy  policy  that  works. 

Mr.  Gunderson.  I  agree.  Thank  you. 

Mr.  Volkmer.  The  gentleman  from  California. 

Mr.  Dooley.  Thank  you,  Mr.  Chairman. 

I  appreciate  some  of  the  comments  of  Mr.  Gunderson,  because  I 
think  that  what  he  touched  on  was  whether  or  not  we  are  going 
to  be  developing  agricultural  policy  here  or  social  policy,  dealing 
with  trying  to  maintain  a  way  of  life  and  a  type  of  dairy  operation 
in  some  parts  of  our  country. 

The  comment  that  you  just  made,  Mr.  Morrissette,  I  agree  with 
wholeheartedly  about  the  cost  of  production  in  Wisconsin.  But  I 
think  that's  where  we  have  to  look  at  even  a  two-tier  system  or  the 
proposal  that  National  Milk  is  offering,  and  does  it  in  fact  place  ob- 
stacles and  penalties  to  the  expansion  of  your  smaller  farms  in  the 
Northeast  to  get  to  that  level  of  efficiency  that  we  have  in  Califor- 
nia? 

Mr.  Morrissette.  But  I  think  it's  a  mistake  to  place  the  empha- 
sis always  on  expansion  as  creating  efficiency. 

Mr.  DOOLEY.  Not  expansion.  It's  productivity. 

Mr.  Morrissette.  Well,  yes,  it  does,  because  the  severe  penalties 
in  this  bill  are  on  increased  production.  So  it  does  do  that.  It  puts 
that  emphasis  on  expansion  and  really  penalizes  it.  But  you  can 
have  a  more  efficient  farm  without  necessarily  increasing  the  pro- 
duction levels.  There's  a  whole  host  of  ways. 

I'd  like  to  point  out  something.  In  the  Canadian  system,  they've 
had  quotas  for  20  years.  You  can  think  what  you  want  to  about  it, 
but  when  you  look  at  an  analysis  of  that,  their  efficiency  has  in- 
creased as  rapidly  as  ours  has  under  the  nonquota  system.  Their 
production  for  cows  has  come  up.  They  adopt  technology  just  as 
fast  as  we  do.  So  that's  not  the  truth  when  you  say  that  a  quota 
system  limits  technology  being  adopted.  It  doesn't. 

The  dairy  farm  has  to  be  at  a  size  that's  economically  viable.  We 
all  know  that  a  25-cow  farm  today  is  something  that's  part  of  his- 
tory, but  we  don't  need  4,000-cow  farms,  either.  Not  in  all  parts  of 
the  country. 

Mr.  Dooley.  Why? 

Mr.  MORRISSETTE.  Because  they  just  aren't  environmentally  suit- 
able in  some  parts  of  the  country.  I  think  you're  having  some  of 
those  problems  already  with  those  big  farms  in  California. 

Mr.  DOOLEY.  Mr.  Whorton,  how  did  you  get  in  the  business  25 
years  ago? 

Mr.  Whorton.  I  started  out,  after  getting  out  of  school,  working 
for  another  dairy  farmer.  I  got  up  before  milking  time  and  bred 
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cows  for  other  people  and  then  came  back  home  and  milked.  The 
hard  way. 

Mr.  DOOLEY.  So  you  basically  got  into  it  with  a  few  cows  and 

Mr.  Whorton.  Yes.  Probably  40. 

Mr.  DOOLEY.  How  many  cows  did  you  have  10  years  ago? 

Mr.  Whorton.  About  the  same  number  I've  got  today — 250,  300 
head. 

Mr.  DOOLEY.  So  you've  gone  basically  in  the  last  20  years  from 
starting  out  at  40  to  250. 

Mr.  Whorton.  Yes. 

Mr.  DOOLEY.  Mr.  Morrissette,  how  did  you  get  started  in  the 
business? 

Mr.  Morrissette.  I  started  farming  with  my  parents,  and  then 
I  eventually  bought  their  cows  and  eventually  moved  to  another 
farm,  and  we  were  milking  50  cows.  Then  my  son  got  married,  and 
his  new  bride  brought  some  more  cows,  so  now  we're  up  to  100 
cows.  But  we're  running  two  farms- to  do  that. 

Mr.  DOOLEY.  So  you  basically  have  100  cows  where  you  had  50 
cows  in  production  not  too  long  ago. 

Mr.  Morrissette.  Right.  But  I  want  to  emphasize  to  you  that  we 
aren't  any  better  off.  We're  working  a  lot  harder,  but  we're  not  any 
better  off. 

Mr.  DOOLEY.  The  concern  I  would  have  is  the  impact  that  the 
legislation  would  have  on  your  ability  to  bring  in  or  sell,  if  you  de- 
cided that  you  wanted  to  sell  your  operation  to  your  son,  and  if  it 
was  a  level  where  we  had  production  that  was  over  7  billion 
pounds,  where  then  you  would  have  the  penalty  on  25  percent  of 
the  marketing,  and  you're  saying  right  now  you  can't  do  it 

Mr.  Morrissette.  Yes,  and  this  would  make  it  worse. 

Mr.  DOOLEY.  It  would  make  it  worse. 

Mr.  Morrissette.  It  would  make  it  impossible. 

Mr.  DOOLEY.  It  would  make  it  impossible.  And  what  would  you 
also  say,  then,  would  be  the  impact  that  it  would  have  on  the  value 
of  your  herd  if  we  moved  forward  with  a  program  like  this  if  you 
were  at  the  point  where  you  wanted  to  sell  out  and  we  were  in  one 
of  these  excess  marketing  situations? 

Mr.  Morrissette.  I  think  it  would  be  very  negative. 

Mr.  DOOLEY.  Does  anyone  not  agree  with  that? 

Mr.  Whorton.  Mr.  Dooley,  we're  in  a  vicious  cycle,  believe  it  or 
not,  and  I  know  you've  got  to  get  away  from  California  sometimes 
to  see  this  because  of  the  size  of  your  structures  out  there,  because 
of  the  way  it  came  about.  I've  visited.  Pretty  places,  a  lot  of  good 
herds,  a  lot  of  efficiencies.  Although,  I  might  add,  as  chairman  of 
the  National  Dairy  Campaign  from  southern  California,  I've  had 
several  producers  call  me  who  wanted  to  participate  as  far  as  being 
a  part  of  supporting  two-tier  also. 

Mr.  Dooley.  Oh,  yes.  I  know.  There's  support  out  there  for  it. 

Mr.  Whorton.  The  thing  is,  I  moved  from  that  herd  of  40  cows 
because  my  Extension  Service  research  in  the  universities  said 
that's  what  I  needed  to  do.  I  needed  to  be  more  efficient.  I  needed 
to  move  from  14,000  pounds  of  milk  to  20,000  pounds  of  milk.  I 
needed  to  move  from  100  cows  to  200  cows.  Of  course,  when  you 
do  that,  you  can't  just  add  those  cows.  You've  got  to  add  land,  and 
then  you've  got  to  have  a  tractor,  and  then  you've  got  to  add  this 


58 

and  you've  got  to  add  that,  and  you  add  management  ability  to  per- 
sonnel. You've  got  to  add  that.  This  move  is  all  over  today. 

Wisconsin's  a  prime  example,  Mr.  Gunderson,  of  these  people 
that  are  moving  from  40  cows  to  try  to  move  to  200.  A  lot  of  them 
are  going  to  be  sad  disappointments  2  or  3  years  down  the  road, 
and  the  reason  is,  this  is  a  different  lifestyle  that  these  people  that 
own  and  operate  these  dairies  have  to  live  in. 

Really,  the  truth,  Mr.  Dooley,  when  you  get  to  the  bottom  line, 
I  did  just  as  well  with  that  40-cow  herd,  as  far  as  my  hip  pocket, 
as  I  am  doing  today  with  250,  and  I'm  pretty  efficient.  I've  got  a 
20,000-pound  herd  average  in  the  Southeast.  I've  sent  my  children 
to  school,  they've  had  a  good  lifestyle,  they've  been  able  to  be  out 
on  the  farm  and  not  have  the  crime  situations  you  see  in  the  cities. 
All  of  those  things  are  good,  but  today,  regardless  of  how  efficient 
you  are,  in  Alabama  if  you  break  a  living  out  of  it,  you're  doing 
good,  even  milking  300  cows.  To  prove  that,  we've  got  an  industry 
of  270  dairy  farmers  that  milk  an  average  of  125  cows  that  are  pro- 
ducing 30  percent  of  the  fluid  needs  for  that  State.  That's  the  prob- 
lem that's  going  on  everywhere. 

Now,  you  have  this  snowball,  and  I  know  you  say,  "Well,  that's 
not  the  case  in  California.  We've  got  milk  just  coming  out  our 
ears,"  and  that's  the  case.  But  a  lot  of  those  folks  have  made  that 
move  from  1,000  to  2,000  because  they  had  to.  I  know  some  of 
them  personally.  They  had  to  cash  flow.  They  had  to  work  it  out 
with  their  bank  to  where  they  could  keep  the  operation  going,  so 
they  added  another  500. 

Mr.  DOOLEY.  The  issue,  though,  is,  what  type  of  policy  do  we  de- 
velop? Do  we  develop  a  policy  and  adopt  a  policy  that  actually  puts 
impediments  into  the  adoption  of  production  practices  that  enhance 
productivity?  Which  really  gets  at  addressing  the  market  opportu- 
nities issues,  whether  they  be  domestic  or  international.  I  guess 
that's  where  maybe  we  have  a  disagreement.  Is  it  a  policy  to  main- 
tain the  status  quo?  Which  I  think  is  impossible.  And  what  do  we 
do  when  the  rest  of  the  world  passes  us  by  or  New  Zealand  passes 
us  by  and  those  international  market  opportunities  are  no  longer 
available? 

Several  of  you  argued  that  we've  got  to  have  a  policy  that  allows 
us  to  recapture  the  cost  of  production.  Well,  whose  cost  of  produc- 
tion? How  do  you  determine  that?  And  if  you  adopt  the  cost  of  pro- 
duction in  one  region  of  the  State  or  the  Nation  that  is  higher  than 
what  somebody  can  produce  in  another  part,  they're  going  to  keep 
making  dollars  by  adding  on  another  cow,  and  the  incentive  is  to 
increase  production  if  you  come  in  with  an  arbitrary  system  that 
keeps  the  cost  of  production  that  has  no  bearing  on  market. 

My  time  is  up,  and  I'll  turn  it  back  over  to  the  chairman. 

Mr.  Volkmer.  We  have  a  vote  on,  but  before  we  go  vote,  are 
there  any  other  members  that  have  any  questions  of  this  panel? 

The  gentleman  from  Texas. 

Mr.  Stenholm.  No  questions.  I  just  want  to  reemphasize,  Mr. 
Chairman,  what  you  have  said  and  what  Mr.  Gunderson  and  oth- 
ers have  said.  Self-help  is  the  only  game  in  town. 

I've  been  looking  at  the  chart  that  Mr.  Barr  presented  a  moment 
ago,  and  it  says  a  lot  to  me  when  you  look  at  the  price  of  dairy 
products  and  you  look  at  what  happened  when  dairy  prices  went 
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up  in  November  of  1989  and  peaked,  and  the  consumer  price 
peaked,  and  then  after  that  peak,  dairy  products  stabilized  and  ba- 
sically ran  in  the  same  channel  for  the  next  3  years.  But  dairy 
prices,  all-milk  prices,  went  back.  That's  another  part  of  self-help. 

I've  visited  with  a  few  of  you  today  and  others  over  a  period  of 
time.  I  continue  to  be  extremely  troubled  when  dairy  farmers  come 
to  me  and  say  that  their  co-op  is  not  theirs.  That  bothers  me.  I 
know  that  not  to  be  true.  It's  not  true.  Yet  when  dairy  farmers  say 
that  your  own  co-op  is  not  sufficient  to  deal  with  the  problems  that 
you  have,  that  is  a  problem  that  you're  going  to  have  to  work  out 
yourself.  An  industry  that  is  85  percent  controlled  by  those  they 
serve  is  prime  for  a  self-help  program. 

Maybe  H.R.  2664  is  not  perfect.  It's  not.  It  can  be  improved  on 
dramatically.  But  that's  the  basis  we've  got  to  work  from.  We've 
tried  every  other  possible  way  that  can  be  done.  Market  orientation 
is  the  way  we're  going.  We're  in  the  international  marketplace 
whether  we  like  it  or  not,  all  of  us.  Every  one  of  us  got  a  wakeup 
call  on  the  wool,  mohair,  and  honey  programs.  Dairy,  we've  reduced 
the  cost  from  $2  billion-plus  to  $300  million-minus. 

So  we've  got  to  look  at  self-help,  and  I  continue  to  be  extremely 
troubled  by  agricultural  producers  that  are  opposed  to  GATT  and 
opposed  to  NAFTA  and  believe  that  somehow  that's  going  to  help 
us. 

So  I  hope  we  can  take  the  overwhelming  spirit  of  the  testimony 
today  and  build  on  it.  The  chairman  is  totally  correct.  This  is  our 
chance.  It's  something  that  all  commodities  had  better  be  looking 
at.  Every  single  commodity  had  better  be  looking  at  self-help  and 
what  we  can  do  and  take  within  the  world  as  it  is,  not  as  we  wish 
it  would  be.  We  don't  have  the  luxury  anymore  of  wishing  the 
world  to  change  the  way  we  wish  it  would  be. 

We  now  have  the  responsibility  and,  I  think,  the  opportunity  to 
take  this  world  and  to  change  it  in  a  way  in  which  all  of  your  testi- 
mony is  headed  in  one  right  direction,  and  that  is,  we  have  to  fig- 
ure out  a  way  to  get  more  money  into  the  dairy  farmer's  pocket 
commensurate  with  what  the  consumer  is  paying.  That  we  have  to 
do.  The  question  is,  how  do  we  do  it? 

No  questions.  I  just  want  to  say,  having  spent  a  good  part  of  a 
lot  of  years,  we're  at  the  lick  log  now.  We're  at  the  point  at  which 
we  do  have  an  opportunity  to  make  some  changes,  and  I  hope  that 
everybody  will  roll  up  their  sleeves  and  say,  "Let's  take  the  self- 
help  concept,  and  let's  improve  on  it  and  make  it  work."  To  those 
that  say  it's  GATT-illegal,  baloney.  We're  talking  about  New  Zea- 
land and  all  of  the  other  areas.  We  ought  to  be  emulating  what 
others  are  doing.  That's  the  only  way  we're  going  to  get  profit  back 
into  agriculture. 

Mr.  Volkmer.  We  have  a  vote  on,  and  we'll  conclude  with  this 
panel,  and  when  we  get  back  we'll  do  the  other  panel.  I  think  we've 
got  two  votes,  so  it  may  be  about  quarter  after  or  so  before  we  get 
back. 

Mr.  Morrissette,  there  have  already  been  some  changes  that  I 
have  proposed  in  the  self-help  bill  as  far  as  makeup  of  the  board 
is  concerned,  and  if  you  wish  to,  you  can  talk  to  some  of  my  staff 
over  here  while  we  go  vote,  and  I  think  you'll  feel  a  lot  better  about 
that  board. 
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Mr.  Morrissette.  I  would  still  say  to  you,  sir,  that  we  have  to 
have  something  in  there  that  does  something  to  get  some  money 
into  the  producer's  pocket,  as  Mr.  Stenholm  says.  If  we  don't  do 
that,  it's  a  wasted  effort. 

Mr.  Volkmer.  I  think  Mr.  Whorton  has  tried  to  address  that. 

Mr.  WHORTON.  Please  consider  that  when  looking.  That  trigger 
has  to  be  changed. 

[Recess  taken.] 

Mr.  Volkmer.  The  subcommittee  will  come  to  order. 

We'll  have  our  final  panel,  and,  again,  because  of  flight  changes, 
we're  going  to  have  Mr.  Melvin  Kaden,  who's  representing  Mid- 
America  Dairymen.  Melvin  is  from  Palmyra,  which  happens  to  be 
in  my  district.  Since  he  has  a  plane  to  catch  and  we've  got  rush- 
hour  traffic  out  there,  I'm  going  to  let  Melvin  go  first.  His  wife, 
Janice,  is  here  someplace. 

By  the  way,  they've  been  farming  since  1974  and  worked  on  his 
father's  farm  before  that,  and  they  milk  130  Jersey  cows  and  farm 
300  acres.  He's  also  been  active  in  Mid-Am  and  the  dairying  indus- 
try, and  they're  members  of  the  Zion  Lutheran  Church  in  Palmyra. 
If  you're  ever  there,  at  about  this  time  of  the  year,  you  can  get  a 
good — they  still  have  the  suppers,  don't  they? 

Mr.  Kaden.  Yes. 

Mr.  Volkmer.  Is  that  coming  up  pretty  soon? 

Mr.  Kaden.  That  was  last  week. 

Mr.  Volkmer.  I  missed  it.  I've  made  plenty  of  them. 

Melvin,  as  soon  as  you're  completed,  I'll  introduce  the  rest  of  the 
panel,  but  you  can  take  off  and  leave  so  you  don't  miss  your  plane. 

STATEMENT  OF  MELVIN  KADEN,  MEMBER,  BOARD  OF 
DIRECTORS,  MID-AMERICA  DAIRYMEN,  INC. 

Mr.  Kaden.  Thank  you,  Mr.  Chairman.  As  was  stated,  I'm  a 
dairy  farmer  from  Palmyra,  Missouri,  in  your  district.  I  milk  130 
cows  with  my  brother.  I'm  a  member  of  Mid-America  Dairymen, 
Inc.,  and  sit  on  Mid-Am's  St.  Louis  Division  Board  of  Directors. 
Mid-Am  is  the  Nation's  second  largest  dairy  cooperative,  serving 
13,000  dairy  farm  families  producing  8.2  billion  pounds  of  milk  in 
17  States. 

I  commend  you  for  holding  this  hearing.  I  appreciate  the  oppor- 
tunity to  testify  before  the  subcommittee  on  behalf  of  Mid-America 
Dairymen,  Inc.,  and  its  dairy  farmer  members  on  H.R.  2664,  the 
Dairy  Budget  Reconciliation  and  Self-Help  Initiative  Act  of  1993. 

Mr.  Chairman,  I  support  the  self-help  bill,  and  I  commend  you 
and  Mr.  Gunderson  for  introducing  it.  Mid-America  Dairymen,  Inc., 
supports  self-help  for  a  very  simple  reason.  The  current  dairy  pro- 
gram is  not  serving  dairy  farmers,  and  self-help  is  the  only  realistic 
alternative. 

As  has  been  mentioned  before,  I  and  my  fellow  dairy  farmers 
throughout  this  country  are  reimbursing  the  Government  for  over 
one-half  of  the  projected  cost  of  the  Federal  dairy  program  this 
year  through  the  budget  assessments  we  now  pay.  We  narrowly 
missed  getting  a  stiff  increase  in  the  assessment  as  part  of  this 
year's  budget  reconciliation.  The  next  budget  reconciliation  or  the 
next  farm  bill  will  most  likely  result  in  dairy  farmers  paying  most, 
if  not  all,  of  the  program's  cost.  The  self-help  program  will  provide 
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me  with  a  better  alternative — a  means  of  strengthening  milk  prices 
through  a  producer-funded  dairy  stabilization  organization  in 
which  I  would  have  some  controlling  voice. 

There  are  many  dairy  farmers,  including  Mid-Am  members,  who 
think  the  answer  to  this  problem  is  to  enact  a  dairy  program  like 
two-tier  pricing  rather  than  self-help.  Like  yourself,  Mr.  Chairman, 
Mid-Am  is  supportive  of  two-tier  pricing,  but  I  admire  you  for  hav- 
ing the  courage  to  tell  us  what  we  need  to  hear,  rather  than  what 
some  of  us  would  like  to  hear  on  two-tier  pricing — namely,  that  the 
chance  that  it  would  become  law  in  this  country  is  between  slim 
and  none,  with  the  emphasis  on  none. 

You  told  witnesses  at  the  self-help  hearing  last  July  that  self- 
help  is  the  only  train  on  the  track  and  that  there  isn't  going  to  be 
another  one.  The  choice  is  clear.  It  is  either  self-help,  or  else  con- 
tinue on  our  current  downward  path,  with  dairy  farmers  eventually 
forced  to  reimburse  the  full  cost  of  the  dairy  program,  but  with  no 
voice  on  how  it  is  run.  To  me,  this  is  no  choice.  If  I  am  going  to 
end  up  paying  my  share  of  the  full  cost  of  the  dairy  program,  I 
want  a  say  in  its  operation.  I  have  that  control  in  my  dairy  cooper- 
ative and  other  cooperative  organizations  I  support.  I  want  no  less 
from  the  national  stabilization  program,  whose  cost  I  partly  pay 
today  and  which  I'm  likely  to  fully  refund  tomorrow. 

I  thank  you  for  the  opportunity  to  testify  on  behalf  of  self-help. 

[The  prepared  statement  of  Mr.  Kaden  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Volkmer.  Thank  you  very  much,  Melvin.  I  want  to  thank 
you  very  much  for  taking  the  time  and  your  patience.  Sorry  you 
had  to  stay  through  all  the  rest  of  the  hearing  before  you  got  the 
opportunity  to  speak,  but  I  appreciate  your  coming  all  this  way, 
and  I  look  forward  to  seeing  you  back  in  Palmyra,  back  in  Marion 
County. 

Mr.  Kaden.  Thank  you,  Mr.  Chairman. 

Mr.  Volkmer.  Thank  you. 

The  rest  of  the  panel  is  Mr.  Irvin  Elkin,  Sr.,  Associated  Milk  Pro- 
ducers, Amery,  Wisconsin.  Mr.  Buckey  Jones  from  Dairymen,  Inc., 
was  supposed  to  be  here,  but  because  of  a  conflict,  he  was  not  able 
to,  and  he's  got  a  stand-in  with  Tom  Little  from  here  in  DC.  We 
also  have  Mr.  Herman  Brubaker  from  Milk  Marketing,  Inc.,  of 
Strongsville,  Ohio;  Mr.  Murl  Nord,  Land  O'Lakes,  Blackduck,  Min- 
nesota; Mr.  Tim  Bryant,  Eastern  Milk  Producers,  Pawlet,  Vermont; 
and  Mr.  Harvey  Moranda,  Mid-America  Dairymen,  Orland,  Califor- 
nia. 

We  will  start  with  Mr.  Elkin. 

STATEMENT  OF  IRVIN  J.  ELKIN,  PRESIDENT,  ASSOCIATED 

MILK  PRODUCERS,  INC. 

Mr.  Elkin.  Thank  you,  Mr.  Chairman,  members  of  the  sub- 
committee. I  am  Irvin  Elkin,  a  dairy  farmer  from  Amery,  Wiscon- 
sin. I  also  serve  as  president  of  Associated  Milk  Producers,  a  dairy 
cooperative  marketing  association  with  membership  in  20  States 
across  the  Central  United  States.  I  appreciate  the  opportunity  to 
testify  in  support  of  H.R.  2664. 

We  also  appreciate  the  leadership  of  the  chairman  and  members 
of  the  subcommittee  and  their  willingness  to  address  a  serious 
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problem  confronting  the  dairy  industry.  AMPI  supports  the  indus- 
try's self-help  plan  embodied  in  this  legislation.  I  will  not  pretend 
it  is  the  best  or  the  ultimate  dairy  policy  tool  that  could  be  devel- 
oped. In  many  respects,  it  falls  short  of  what  many,  including  us, 
would  prefer.  Its  development  was  a  long  and  often  painful  process 
that  required  considerable  compromise  on  the  part  of  many  inter- 
ests. 

It  would  be  a  simple  matter  to  say  this  does  not  go  far  enough 
or,  in  the  view  of  some,  that  it  goes  too  far  and  let  it  go  at  that. 
In  the  past,  such  an  approach  has  often  been  sufficient  to  forestall 
action  on  any  dairy  policy  initiatives.  That  ignores  the  problem  at 
hand.  H.R.  2664,  in  our  judgment,  offers  the  best  currently  achiev- 
able opportunity  for  improvement  in  dairy  policy. 

The  details  of  the  program  and  its  operation  have  been  outlined 
by  National  Milk  representatives,  and  I  would  like  to  direct  my 
comments  primarily  toward  the  need  of  the  proposed  policy  change. 

The  dairy  price  support  program  enacted  as  part  of  the  Agricul- 
tural Act  of  1949  was  intended  to,  and  did,  provide  milk  producers 
with  a  degree  of  price  assurance  and  stability  so  as  to  assure  an 
adequate  supply  of  milk  and  dairy  products.  For  more  than  30 
years,  the  program  functioned  well.  Since  the  mid-1980's,  Federal 
budget  policy  and  the  drive  to  reduce  Government  involvement  in 
agriculture  has  reduced  the  price  support  level  $3.  This  has  done 
more  than  simply  reduce  the  level  of  price  assurance  afforded  farm- 
ers. The  most  significant  effect  has  been  to  destroy  the  stability 
needed  by  the  industry.  In  the  span  of  a  few  years,  dairying  has 
been  transformed  from  one  of  the  most  stable  farm  enterprises  to 
one  of  the  most  unstable. 

A  fairly  predictable  seasonal  price  fluctuation  has  been  consid- 
ered normal  in  the  industry.  Prices  fell  during  the  late  winter  and 
spring  as  production  increased  seasonally.  As  milk  production 
tightened  through  the  late  summer  and  fall,  prices  rose.  This  situa- 
tion was  understood,  reasonably  predictable,  and  could  be  man- 
aged. Contrast  this  with  the  situation  in  1993.  The  highest  milk 
price  for  the  year,  as  measured  by  the  M-W  price,  came  in  May, 
at  the  very  peak  of  a  flush  production  season.  Prices  then  skidded 
through  August  before  some  recovery  began.  We're  witnessing  a 
double  drop  in  milk  prices  in  1993,  and  this  is  the  first  time  this 
has  ever  happened.  We  are  having  to  relearn  the  lessons  of  the 
past. 

The  stable,  predictable  dairy  industry  we  have  taken  for  granted 
is  not  the  norm  any  longer.  The  instability  we  now  are  witnessing 
has  become  the  normal  situation.  H.R.  2664  would  provide  a  means 
of  restoring  at  least  a  measure  of  this  needed  stability. 

Consider  the  situation  dairy  farmers  face.  We  produce  a  bulky, 
highly  perishable  product  every  day  of  the  year.  Milk  must  be  gath- 
ered and  processed  within  hours  of  production  to  avoid  a  total  loss 
of  economic  value.  As  a  dairy  farmer,  I  have  no  ability  to  time  my 
marketings.  Compounding  the  problem  is  the  fact  that  production 
has  a  marked  seasonal  pattern,  while  consumer  demand  is  rel- 
atively stable.  In  order  to  have  enough  milk  to  meet  market  needs 
on  the  shortest  day  of  production  in  November,  it  is  necessary  to 
have  more  milk  than  the  market  can  absorb  on  the  peak  day  of 
production  in  May.  A  further  complication  is  the  fact  that  the  live- 
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stock,  equipment,  and  facilities  used  in  milk  production  are  highly 
specialized  and  have  little  or  no  value  in  any  other  farm  enterprise. 

The  instability  generated  with  this  combination  of  conditions  was 
effectively  coped  with  by  the  properly  administered  price  support 
program.  While  the  program  continues  to  provide  a  safety  net,  it 
no  longer  provides  the  stabilization  the  industry  needs.  We  do  not 
regard  the  self-help  plan  as  a  replacement  for  current  dairy  policy 
mechanisms,  including  the  price  support  program  and  the  dairy  ex- 
port incentive  program.  While  dairy  farmers  would  be  providing 
the  funds  to  operate  the  program,  there  is  an  obvious  and  nec- 
essary public  policy  function  to  be  served  that  justifies  the  expendi- 
ture of  the  rather  limited  public  funds  now  devoted  to  dairy. 

A  highly  significant  fact  that  is  often  ignored  in  discussion  of 
dairy  policy  and  the  budget  has  been  what  has  happened  with  re- 
gard to  spending.  In  fiscal  year  1985,  net  Commodity  Credit  Cor- 
poration outlays  for  price  stabilization  totaled  $17.7  billion.  Dairy 
outlays  represented  $2.1  billion,  or  12  percent  of  the  total  at  that 
time.  During  the  present  year,  during  fiscal  year  1993,  which  just 
ended,  total  net  CCC  outlays  were  almost  the  same — $17.1  billion; 
however,  dairy  accounted  for  only  $315  million,  or  less  than  2  per- 
cent of  the  total. 

Since  1983,  dairy  farmers  have  paid  over  $2.7  billion  in  assess- 
ments. Most  of  this  money  has  been  used  simply  to  reduce  budget 
costs.  The  self-help  concept  would  provide  tools  to  make  effective 
use  of  producer  funds  in  stabilizing  markets  and  improving  farm 
income.  The  stabilization  need  is  not  being  met  today.  The  need  is 
real  and  one  that  I  believe  through  the  self-help  mechanism  could 
be  improved. 

In  simplest  terms,  what  H.R.  2664  says  is  if  the  Government 
can't  or  won't  do  it,  please  give  the  industry  the  tools  to  meet  the 
needs  on  our  own.  Support  H.R.  2664.  Give  us,  the  dairy  industry, 
a  chance. 

Thank  you. 

[The  prepared  statement  of  Mr.  Elkin  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Volkmer.  Thank  you  very  much. 

Mr.  Little. 

STATEMENT  OF  BUCKEY  M.  JONES,  PRESIDENT,  DAIRYMEN, 
INC.,  PRESENTED  BY  THOMAS  W.  LITTLE,  WASHINGTON  REP- 
RESENTATIVE 

Mr.  Little.  Mr.  Chairman  and  members  of  the  Livestock  Sub- 
committee, I  am  Tom  Little,  the  Washington  representative  for 
Dairymen,  Inc.,  a  regional  milk-marketing  co-op  owned  and  oper- 
ated by  approximately  3,500  dairy  farmers  located  in  16  southeast- 
ern and  Middle  Atlantic  States.  Mr.  Buckey  Jones,  the  president  of 
Dairymen,  Inc.,  regrets  that  he  is  unable  to  be  here  today  to 
present  his  statement  in  support  of  H.R.  2664.  He  is  presiding  at 
a  scheduled  meeting  of  the  Dairymen,  Inc.,  board  of  directors.  He 
appreciates  the  opportunity  to  have  his  remarks  included  in  the 
record. 

Mr.  Volkmer.  Without  objection,  his  prepared  statement  will  ap- 
pear in  the  record. 

Mr.  Little.  Thank  you  very  much. 
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Mr.  Chairman,  you  and  other  members  of  the  subcommittee  who 
encouraged  the  industry  to  come  together,  to  look  at  program  ad- 
justments that  are  legislatively  possible,  and  to  consider  those  that 
will  more  effectively  meet  the  longer  term  needs  of  producers,  proc- 
essors, and  consumers  are  to  be  commended.  No  one  was  asked  to 
abandon  their  preferred  program  options,  but  to  come  together  on 
a  plan  and  a  program  that  the  industry  can  unite  behind.  That  ef- 
fort was  made  within  the  National  Milk  Producers  Federation. 
Dairymen,  Inc.,  is  pleased  that  you  introduced  H.R.  2664  and  that 
you  are  holding  this  second  day  of  hearings  on  the  bill  and  the  con- 
cept of  a  self-help  program  for  dairy. 

The  dairy  price  support  program  and  Federal  milk  marketing 
order  programs  have  been  revised  many  times  in  response  to 
changes  in  production  technologies,  marketing  efficiencies,  and  use 
patterns.  They  continue  to  address  a  fundamental  need  for  price 
and  market  stability  within  the  milk  industry. 

Today  dairy  farmers  market  over  150  billion  pounds  of  milk  an- 
nually. The  daily  production  and  orderly  movement  and  marketing 
of  fluid  milk,  a  highly  perishable  product  with  a  highly  inelastic  de- 
mand curve  in  such  large  quantities,  can  be  attributed  in  large 
part  to  the  existence  of  the  price  support  program  and  the  Federal 
milk  marketing  order  program.  However,  their  effectiveness  is 
being  reduced,  and  the  economic  stress  on  milk  producers  increased 
as  producers  are  being  called  on  repeatedly  by  the  administration 
and  the  Congress  to  provide  additional  funds  for  the  reduction  of 
the  Federal  budget  deficit. 

Assessments  and  similar  measures  included  in  budget  reconcili- 
ation acts  bear  little  or  no  relationship  to  the  supply  and  demand 
for  milk  and  milk  products,  little  relationship  to  the  cost  of  the  pro- 
gram, little  relationship  to  the  income  position  of  dairy  producers, 
and  little  relationship  to  the  groups  that  benefit  from  the  program. 
The  situation  needs  to  be  changed,  and  the  self-help  program  is  a 
step  in  that  direction. 

I  will  not  go  into  great  detail.  But,  I  would  like  to  say  that  the 
self-help  program  would  tie  future  dairy  assessments  to  costs  asso- 
ciated with  the  operation  of  the  dairy  price  support  program,  re- 
duce Government  costs,  limit  future  assessments  to  those  associ- 
ated with  surplus  removals,  give  producers  a  voice  in  the  manage- 
ment and  removal  of  dairy  surpluses  as  they  assume  greater  re- 
sponsibility for  the  cost  of  the  program,  and  focus  the  industry's  at- 
tention increasingly  on  world  markets. 

The  program  would  extend  the  CCC  purchase  program,  which 
continues  to  be  the  primary  mechanism  through  which  surplus 
dairy  products  are  removed  from  the  market  and  price  stability 
provided.  It  would  provide  refunds  of  assessments  to  producers  who 
do  not  increase  marketings  during  periods  of  surplus,  extend  the 
DEIP  program,  and  clarify  the  existing  authority  of  market  admin- 
istrations with  respect  to  cost  in  the  pooling  provisions  of  the  or- 
ders they  administer.  Dairymen,  Inc.,  believes  H.R.  2664  will  main- 
tain a  market-oriented  program  that  will  keep  Government  outlays 
at  minimal  levels. 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  summarize  Mr. 
Jones'  remarks  and  for  your  leadership  on  this  and  other  issues  im- 
portant to  the  industry. 
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[The  prepared  statement  of  Mr.  Jones  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  VOLKMER.  Thank  you  very  much,  Tom. 
Mr.  Brubaker. 

STATEMENT  OF  HERMAN  M.  BRUBAKER,  PRESIDENT,  BOARD 
OF  DIRECTORS,  MILK  MARKETING,  INC. 

Mr.  Brubaker.  Thank  you,  Mr.  Chairman.  My  name  is  Herman 
Brubaker,  and  I'm  a  dairy  producer  living  at  723  Yost  Road,  West 
Alexandria,  in  Preble  County,  Ohio.  Our  dairy  and  grain  operation 
is  run  by  my  wife  and  myself,  in  partnership  with  two  sons.  I  am 
a  member  and  serve  as  president  of  the  board  of  directors  of  Milk 
Marketing,  Inc.,  a  regional  dairy  cooperative  representing  6,000 
dairy  producers  in  eight  States. 

Milk  Marketing,  Inc.,  annually  markets  approximately  4  billion 
pounds  of  producer  milk,  representing  nearly  60  percent  of  the 
milk  marketed  in  a  region  that  is  comprised  of  Ohio,  southern 
Michigan,  Indiana,  Kentucky,  West  Virginia,  western  Pennsylva- 
nia, western  New  York,  and  western  Maryland. 

I  am  here  today  to  give  strong  support  from  Milk  Marketing, 
Inc.,  for  H.R.  2664,  the  milk  producers'  self-help  program.  I,  per- 
sonally, chaired  the  National  Milk  Producers  Federation  task  force 
that  developed  this  proposal  over  the  period  of  the  last  2  years. 
This  program  has  broad  support  of  dairy  producers  nationwide  and 
is  a  result  of  extended  discussion  and  debate,  and,  Mr.  Chairman, 
I  want  to  thank  you  for  your  support  and  introduction  of  this  legis- 
lation. 

As  you  well  can  imagine,  the  development  of  this  program  did, 
indeed,  require  much  debate  and,  ultimately,  a  great  deal  of  com- 
promise on  the  part  of  all  dairy  farmer  organizations.  Our  industry 
is  very  large  and  diverse  in  nature.  Regional  differences  among 
dairy  producers  is  something  I  know  this  committee  has  had  some 
experience  in  dealing  with  in  the  past,  so  I  hope  you  realize  how 
significant  this  plan  is  in  that  it  carries  the  support  of  nearly  all 
dairy  producers  nationwide. 

We  in  the  dairy  industry  understand  the  Government's  exposure 
to  expenditures  for  potential  surpluses  is  being  reduced  dramati- 
cally and  that  this  factor  will  not  change  in  the  years  ahead.  As 
farmers,  we  know  well  the  issue  of  budget  balancing  and  are  not 
blind  to  the  problems  facing  this  committee  and  the  Congress  as 
you  struggle  with  these  realities. 

This  legislation,  simply  put,  allows  dairy  producers  to  adjust  to 
a  world  that  is  already  in  place  for  agriculture.  Waiting  for  the 
next  farm  bill  to  make  these  adjustments  serves  no  purpose.  Dairy 
farmers  have  developed  a  program  that  will  work,  limits  Govern- 
ment exposure,  and  will  provide  the  market  stability  necessary  for 
a  healthy  dairy  industry  in  the  future. 

Let  me  comment  to  the  issue  of  market  stability.  No  single  factor 
causes  more  problems  on  a  dairy  operation  than  the  roller  coaster 
cash  flow  caused  by  wide-swinging  milk  prices,  as  we  have  experi- 
enced in  the  past  several  years.  We  don't  have  the  option  of  shut- 
ting off  the  cows  if  the  price  drops  or  not  to  milk  her  if  the  market 
is  not  available  for  the  milk  she  makes.  But  what  we  can  do  is  put 
in  place  a  structure,  managed  and  funded  by  dairy  producers,  that 
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will  provide  options  to  stabilize  the  market  and,  ultimately,  the  fu- 
ture of  our  industry. 

The  directive  to  the  dairy  producers  has  been  clear.  The  adminis- 
tration has  told  us  our  proposal  must  be  market  oriented.  H.R. 
2664  certainly  meets  that  test.  The  Congress  and,  indeed,  this  com- 
mittee has  told  us,  the  industry,  that  we  must  be  united  behind  a 
single  plan  if  we  hope  to  be  successful. 

Mr.  Chairman,  and  distinguished  committee  members,  we  have 
delivered  to  you  a  proposal  that  has  united  a  diverse  national  in- 
dustry, and  we  are  standing  united  behind  H.R.  2664.  The  task  be- 
fore you  is  critical  for  this  Nation's  dairy  producers.  It  is  time  to 
translate  planning  and  talk  into  action.  It  is  time  to  endorse  and 
enact  H.R.  2664  and  move  this  Nation's  dairy  industry  into  the  fu- 
ture. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Brubaker  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Volkmer.  Thank  you  very  much,  Herman. 

*Now  we  have  Mr.  Nord. 

STATEMENT  OF  MURL  NORD,  BOARD  SECRETARY,  LAND 

O'LAKES,  INC. 

Mr.  Nord.  Good  afternoon.  I  am  Murl  Nord.  I'm  a  dairy  farmer 
from  Blackduck,  Minnesota.  I  milk  140  cows  in  the  middle  of  the 
swamps  in  northern  Minnesota.  I  want  to  thank  you,  Mr.  Chair- 
man, for  holding  this  hearing  and  for  inviting  me  here. 

I  also  want  to  extend  my  personal  and  deep  thanks  to  my  Con- 
gressman, Mr.  Collin  Peterson,  for  the  extreme  effort  that  he  put 
into  a  number  of  meetings  in  my  home  State  in  trying  to  reach  con- 
sensus among  dairy  farmers  there.  That's  not  an  easy  job,  but  he 
did  undertake  it,  and  I  and  a  number  of  others  really  appreciated 
it.  Thank  you. 

Mr.  Volkmer.  Mr.  Nord,  I'd  just  like  to  say  before  you  get  into 
your  statement  that  the  gentleman  from  Minnesota  also  works  very 
hard  up  here  trying  to  persuade  myself  and  other  members  and 
tells  us  about  what's  going  on.  He  told  me  about  those  meetings 
that  he  was  having  back  there  in  Minnesota  and  working  with  pro- 
ducers. So  he's  doing  a  good  job  for  you. 

Mr.  NORD.  We  really  appreciated  it. 

I'm  here  to  express  my  personal  support  and  the  support  of  Land 
O'Lakes.  I  serve  as  secretary  of  the  Land  O'Lakes  Board.  I  also 
serve  on  the  National  Milk  Board  and  was  a  member  of  the  com- 
mittee that  worked  to  develop  the  self-help  proposal. 

A  little  more  than  1  year  ago,  the  Land  O'Lakes  Board  took  a 
hard  look  at  the  problems  we,  as  dairy  farmers,  face.  When  I  say 
"the  Land  O'Lakes  Board,"  this  is  a  group  of  people  who  are  elected 
by  their  fellow  farmers  to  represent  them.  They  need  to  respond  to 
those  farmers  when  they  develop  a  policy. 

We  decided  that  price  volatility,  as  we  currently  see  it,  was  the 
most  disrupting  factor  affecting  dairy  markets  today.  I  call  your  at- 
tention back  to  the  chart  that  Jim  Barr  presented.  If  we  look  at  the 
dramatic  increases  in  price,  the  very  fast  run-up  followed  by  a  pre- 
cipitous drop  in  prices  that  farmers  receive,  I  think  we  could  con- 
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elude  that  we,  as  farmers,  face  a  price  reduction  that  we  can  never 
recover. 

Mr.  VOLKMER.  Excuse  me.  I  take  it  Mr.  Brubaker  has  a  plane. 

Mr.  Brubaker.  Yes,  sir. 

Mr.  Volkmer.  Does  anybody  else  have  a  plane? 

Mr.  Nord.  I  have  one,  but  if  I  don't  make  it,  it  will  fly  tomorrow, 
so  that's  all  right. 

Mr.  Volkmer.  Murl,  I'm  sorry  to  interrupt,  but  I  just  got  the 
hint. 

Mr.  Nord.  My  point  is  that  I  think  as  farmers,  we  not  only  face 
a  price  reduction  in  our  current  price  when  we  see  the  markets 
drop  to  the  effect  that  they  do  and  that  we're  going  to  see  twice 
this  year,  but  we  are  faced  with  inventory  reductions  through  our 
cooperatives  on  any  inventories  that  we  hold  that  become  very  sub- 
stantial. This  isn't  only  from  Land  O'Lakes.  Many  other  coopera- 
tives, when  I've  looked  at  their  financial  statements,  we  see  the 
same  thing.  So  the  farmer  gets  hit  with  a  double  whammy.  He  gets 
a  drop  in  his  current  price,  and  he  also  gets  a  retroactive  price  cut 
in  the  fact  that  his  inventory  gets  reduced. 

We  have  no  way,  with  the  current  markets  the  way  they  are,  to 
recover  all  of  that  price  drop  in  inventory  appreciation.  We  believe 
that  self-help  is  the  best  way  to  deal  with  this  price  volatility  and 
to  promote  milk  price  stability  at  a  satisfactory  level.  The  self-help 
board  created  by  this  bill  would  provide  the  industry  with  the  au- 
thority to  intervene  in  a  timely  manner — and  I  emphasize  "time- 
ly"— to  supplement  Commodity  Credit  Corporation  purchases  of 
dairy  products. 

Currently,  dairy  product  prices  must  fall  to  support  level  before 
the  CCC  acts  to  stabilize  the  market.  The  self-help  board  would  re- 
move the  surplus  products  before  the  market  crashes.  As  a  result, 
we  should  be  able  to  prevent  the  volatility  that  jerks  prices  down. 
We  believe  that  effective  action  by  the  self-help  board  will  stabilize 
prices  at  a  level  higher  than  we  can  achieve  under  the  current  pro- 
gram. 

Second,  I'd  like  to  talk  a  little  about  board  composition.  In  order 
for  the  self-help  board's  actions  to  receive  wide  support,  we  favor 
a  broad  representation  of  dairy  interests  on  the  board.  Since  dairy 
farmers  will  fund  the  program  through  adjustments  to  the  blend 
price,  or  whatever  the  final  determination  is,  farmers  must  control 
that  board.  However,  I  think  we  need  to  remember  that  the  indus- 
try consists  of  more  than  just  producers.  Actions  taken  by  the 
board  will  affect  processors  as  well  as  retailers  and  consumers.  Ob- 
viously, if  the  board  is  to  be  effective,  it  must  affect  consumers. 
Representatives  of  these  groups  would  bring  a  public  interest  per- 
spective as  well  as  business  and  marketing  expertise.  Their  con- 
cerns ought  to  be  considered  in  the  decisionmaking  process. 

I  know,  Mr.  Chairman,  you  said  you  are  introducing  changes  to 
the  board  makeup.  I  don't  know  what  they  are  at  this  point  in 
time. 

If  we  fail  to  do  that,  the  board  risks  making  decisions  that  will 
offend  major  segments  of  the  public,  and  I  simply  believe  we  cannot 
afford  to  undermine  the  credibility  of  the  board  and  support  for  the 
board's  actions  by  including  any  stakeholders  in  the  dairy  industry. 
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However,  let  me  emphasize  that  the  board  must  be  controlled  by 
producers. 

I  would  like  to  digress  a  little  from  my  written  comments  to  com- 
ment on  several  items  that  have  been  talked  about  here  today,  the 
first  being  the  availability  of  export  markets.  I  realize  that  I  am 
simply  a  farmer  from  northern  Minnesota,  and  my  world  is  prob- 
ably somewhat  more  limited  than  what  we  see  out  here.  However, 
I  would  submit  that  as  a  farmer,  I  am  confident  that  I  can  compete 
with  any  dairy  farmer  in  the  world,  with  the  possible  exception  of 
Australia  or  New  Zealand.  I  can  compete  with  those  people.  I  can- 
not, for  the  life  of  me,  accept  the  fact  or  accept  the  idea  that  the 
world  is  not  a  market  for  my  products  when  I  can  produce  it  more 
efficiently.  I  find  it  very  difficult  to  accept.  I  believe  there  are  ex- 
port markets.  I  believe  we  have  to  pursue  them. 

I  might  mention  an  example.  Last  Saturday  night  the  University 
of  Minnesota  could  not  win  a  football  game.  However,  at  the  end 
of  Saturday  night,  Wisconsin  went  home  in  defeat.  I  didn't  know 
if  Mr.  Gunderson  knew  that.  [Laughter.! 

Mr.  Gunderson.  You  just  lost  my  support.  Which  side  are  you 
on?  [Laughter.] 

Mr.  Nord.  I  also  believe  this  program  must  encourage  efficiency, 
and  it  absolutely  must  be  a  transition  to  the  future.  I  don't  think 
we  can  look  backwards  in  looking  at  this  program  or  any  program. 
I  think  we  need  a  program  that  addresses  what's  going  to  happen 
in  the  next  century. 

The  dairy  industry  needs  to  come  up  with  a  program  that  every- 
one can  agree  on.  Obviously,  that's  probably  pie  in  the  sky,  but  we 
need  to  attempt  that.  My  cooperative  thinks  that  all  the  parties  in- 
volved need  to  be  flexible,  including  us.  We  need  to  keep  our  atten- 
tion on  the  goal  of  promoting  stability.  Stability  is  in  the  public  in- 
terest and  affects  all  of  us. 

We  need  to  find  ways  to  bridge  any  singular  difficulties  raised  by 
producers,  processors,  or  consumers.  Along  those  lines,  those  of  you 
who  have  been  involved  in  the  dairy  industry  for  a  while  probably 
have  not  seen  a  great  number  of  times  when  Irv  Elkin  from  AMPI 
and  Land  O'Lakes  sat  here  testifying  both  in  favor  of  the  same  pro- 
gram, and  I  think  that  is  indicative 

Mr.  Volkmer.  You  can  throw  Dairymen,  Inc.,  in  there,  too. 
[Laughter.! 

Mr.  Nord.  And  Dairymen,  Inc.  I  think  it  is  indicative  of  a  unity 
that  we  have  not  seen  amongst  a  lot  of  the  players  in  the  dairy  in- 
dustry. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Nord  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Volkmer.  Thank  you  very  much,  Mr.  Nord. 

Mr.  Bryant. 

STATEMENT  OF  TIMOTHY  BRYANT,  MEMBER,  EASTERN  MILK 
PRODUCERS  COOPERATIVE,  ALSO  ON  BEHALF  OF  THE 
COUNCIL  OF  NORTHEAST  FARMER  COOPERATIVES 

Mr.  Bryant.  Thank  you,  Mr.  Chairman  and  members  of  the  com- 
mittee. I  appreciate  the  opportunity  to  testify  before  you  today.  As 
you  said,  my  name  is  Tim  Bryant,  and  I'm  a  dairy  farmer  from 
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Vermont.  I  think  that's  important  today,  because  we've  heard  a  lot 
of  statements  from  Vermont  that  we  aren't  getting  support  for  this 
bill  in  Vermont,  but  as  well  as  testifying  today  on  behalf  of  Eastern 
Milk  and  CNFC,  I  personally  support  this  bill,  and  I  just  want  to 
emphasize  that,  and  I  am  from  Vermont.  So  there  are  some  Ver- 
monters  that  are  in  support  of  this  bill. 

My  dairy  farm  is  located  in  Pawlet,  Vermont.  It's  a  family  oper- 
ation. We  milk  about  100  cows.  I've  been  director  for  Eastern  Milk 
Producers  since  1985  and  have  served  as  their  vice  president  since 
1989.  Eastern  Milk  Producers  is  also  a  member  of  the  Council  of 
Northeast  Farmer  Cooperatives,  which  includes  four  northeastern 
dairy  cooperatives  representing  almost  6,000  dairy  farmers. 

Both  Eastern  Milk  Producers  Cooperative  and  CNFC  support  the 
self-help  legislation  that  has  been  introduced  by  you  and  Congress- 
man Steve  Gunderson.  Most  recently — and  I'd  like  to  emphasize 
this,  too — at  Eastern's  annual  meeting  in  Syracuse,  New  York,  on 
September  29,  our  delegate  body  unanimously  approved  a  resolu- 
tion supporting  the  self-help  program  developed  by  NMPF,  which 
has  now  been  introduced  in  the  form  of  a  bill.  At  the  same  time, 
that  same  body,  our  membership,  rejected  two-tier.  I'm  not  saying 
they  rejected  it  because  it  was  right  or  wrong,  but  they  just  re- 
jected it,  saying  that  at  this  time  self-help  was  the  way  to  go. 

I  want  to  emphasize  that,  because  it's  been  pointed  out  here — 
I  think  Congressman  Stenholm  said  that  people  accuse  the  leaders 
of  the  dairy  industry  of  not  listening  to  their  membership  and  their 
membership  isn't  being  represented  well  by  their  leaders,  and  this 
is  coming  directly  from  our  membership.  They  do  support  this.  I 
don't  know  how  much  closer  we  can  get  to  grassroots  than  that,  but 
there  it  is. 

We  believe  that  self-help  is  the  most  effective  and  beneficial  di- 
rection that  the  dairy  industry  should  take  at  this  time.  Therefore, 
I  want  to  briefly  summarize  the  key  points  which  are  part  of  the 
self-help  package  and  which  are  crucial  to  improving  economic  con- 
ditions for  the  dairy  farmers. 

It  is  extremely  important  for  the  dairy  industry  to  take  more  con- 
trol over  our  own  destiny  than  we  have  in  the  past.  The  self-help 
proposal  directly  involves  dairy  farmers  in  the  decisionmaking 
process  in  the  dairy  policy  issues,  such  as  pricing  and  marketing, 
since  dairy  leaders  will  be  represented  on  the  Dairy  Stabilization 
Board.  Past  Government  dairy  policies  have  led  us  from  one  crisis 
to  another  over  the  last  decade.  None  of  these  policies  have  worked 
because  they  have  been  largely  a  Band-Aid  approach  designed  pri- 
marily to  deal  with  immediate  problems  of  excess  milk  production 
and  have  not  dealt  with  the  need  to  provide  long-term  stabilization 
of  milk  prices. 

The  whole-herd  buyout  and  the  milk  diversion  programs  are  good 
examples  of  Government  intervention.  Either  of  these  programs 
could  have  served  as  a  long-term  solution;  however,  the  Govern- 
ment lacked  the  commitment  to  see  them  through  and  keep  such 
programs  in  place  over  the  long  term.  Although  they  were  effective 
while  in  place,  the  dairy  industry  was  in  worse  shape  when  both 
of  these  programs  were  terminated.  This  is  why  we've  had  a  con- 
stant roller  coaster  effect  in  farm  milk  prices  over  the  last  several 
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years.  It  is  also  why  we,  as  an  industry,  need  to  take  more  control 
and  responsibility  for  future  dairy  policy. 

Another  important  reason  for  implementing  a  self-help  program 
is  the  current  Federal  budget  deficit  situation.  The  1990  Budget 
Act  initiated  assessments  on  all  dairy  farmers.  Most  recently,  these 
assessments  have  been  extended  through  1998.  It  is  entirely  pos- 
sible that  assessments  will  be  increased  in  the  next  budget  rec- 
onciliation bill  in  1994  or  during  the  1995  farm  bill.  These  assess- 
ments do  not  provide  dairy  farmers  with  any  benefits  at  all  insofar 
as  the  dairy  policy  is  concerned.  At  this  point,  the  total  cost  of  the 
Federal  dairy  program  is  almost  entirely  covered  by  the  assess- 
ments that  dairy  farmers  are  paying. 

Therefore,  the  self-help  proposal  would  institute  a  program  in 
which  future  assessments  could  be  utilized  to  help  develop  greater 
markets  for  dairy  product  both  domestically  and  internationally. 
Assessments  would  be  put  to  work  in  both  market  development 
and  sales  of  dairy  products,  which,  in  both  the  short  and  the  long 
run,  will  help  improve  milk  prices. 

Eastern  and  CNFC  believe  that  the  U.S.  dairy  industry  needs  to 
move  aggressively  in  developing  international  markets  for  dairy 
products.  Last  year,  as  you  know,  the  DEIP  program  sold  more 
than  350  million  pounds  of  dairy  products  internationally.  These 
sales  helped  to  increase  the  farm  milk  price  by  as  much  as  55  cents 
per  hundredweight,  according  to  a  number  of  economists.  However, 
there  is  much  more  potential  for  the  development  of  greater  global 
markets. 

One  of  the  chief  functions  of  the  Dairy  Stabilization  Board  estab- 
lished by  the  self-help  legislation  would  involve  marketing  and  sell- 
ing dairy  products  to  foreign  countries.  We  do  not  have  this  kind 
of  capability  now.  Since  the  self-help  program  is  designed  to  re- 
move excess  supplies  of  dairy  products  from  the  market  once  CCC 
removals  exceed  5  billion  pounds,  it  will  reduce  overall  Government 
expenditures  by  at  least  $65  million  over  the  next  few  years,  based 
upon  estimates  from  the  Congressional  Budget  Office.  This  is  an 
important  benefit,  given  budget  constraints  the  Congress  will  face 
in  the  future. 

As  a  dairy  farmer,  it  is  important  to  me  that  milk  prices  remain 
at  a  level  that  provides  a  fair  rate  of  return  for  both  management 
and  capital  investment.  It  is  estimated  that  the  self-help  proposal 
will  increase  milk  prices  by  40  cents  per  hundredweight,  based 
upon  the  Dairy  Board's  authority  to  intervene  in  the  market  when 
net  CCC  removals  exceed  5  billion  pounds.  By  keeping  excess  sup- 
plies of  milk  in  check,  the  self-help  program  will  also  stabilize  the 
milk  prices. 

One  of  the  most  difficult  aspects  of  dairy  business  is  the  ability 
to  effectively  plan  for  future  expenses  and  income.  Rapid  increases 
and  reductions  in  milk  prices  in  the  past  several  years  have  made 
it  very  difficult  to  operate  a  dairy  farm,  given  the  uncertainty  and 
fluctuation  in  the  milk  market. 

If  we  are  successful  in  expanding  markets  for  dairy  products 
through  increased  exports  and  improved  domestic  marketing,  the 
advantages  gained  in  stronger  milk  prices  will  be  largely  offset  in 
overproduction,  if  overproduction  exceeds  our  ability  to  keep  sup- 
plies in  line  with  demand.  We  do  not  have  any  real  policy  or  pro- 
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gram  in  place  to  put  a  brake  on  overproduction  at  this  time,  other 
than  more  assessments  on  all  producers.  This  approach  has  not 
worked  successfully  in  the  past  and  will  not  work  in  the  future. 

I  believe  that  any  self-help  proposal  has  to  have  provisions  for 
discouraging  overproduction.  The  requirements  for  accomplishing 
this  in  H.R.  2664  need  to  be  thought  through  more  and  perfected 
during  the  legislative  process.  There  may  well  be  other  ideas  that 
are  developed  during  the  discussion  and  debate  on  this  bill  which 
will  work  in  a  more  effective  manner. 

I  appreciate  the  opportunity  to  testify  before  you  today  and  look 
forward  to  answering  any  questions  you  may  have.  Thank  you  very 
much. 

[The  prepared  statement  of  Mr.  Bryant  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  VOLKMER.  Thank  you  very  much,  Mr.  Bryant. 

Mr.  Moranda. 

STATEMENT  OF  HARVEY  MORANDA,  CALIFORNIA  DIVISION 
REPRESENTATD7E,  CORPORATE  BOARD,  MID-AMERICA 
DAIRYMEN,  INC. 

Mr.  Moranda.  Thank  you.  Mr.  Chairman  and  members  of  the 
subcommittee,  my  name  is  Harvey  Moranda.  I  milk  85  cows  in 
Orland,  California,  and  market  my  milk  with  Mid-America  Dairy- 
men, Inc.,  cooperative.  I  also  serve  as  the  California  Division  Rep- 
resentative on  the  corporate  board  of  Mid-Am.  Thank  you  for  the 
opportunity  to  express  my  views  here  today. 

I  support  self-help,  and  the  reason  for  my  position  is  a  simple 
one.  Self-help  offers  the  only  feasible  means  to  forge  a  new  dairy 
policy  that  will  boost  producer  income,  open  new  markets  for  our 
products  overseas,  and  give  milk  producers  a  voice  in  the  policies 
that  will  shape  their  future.  Why  do  I  believe  we  must  have  a  new 
dairy  policy?  The  answer  is,  honey,  wool,  and  mohair.  In  light  of 
the  actions  that  Congress  has  taken  this  year  with  respect  to  those 
commodity  programs,  it's  clear  that  the  time  has  come  for  dairy 
farmers  to  find  their  own  solutions  to  the  supply/demand  equation. 

We  must,  as  Chairman  de  la  Garza  recently  said,  "Focus  our  at- 
tention on  how  we  can  construct  agricultural  policies  to  meet  to- 
day's political  and  budget  realities."  Self-help  is  such  a  program.  It 
serves  the  needs  of  administration  and  congressional  budgeteers  by 
reducing  the  deficit,  and  it  serves  the  needs  of  milk  producers  by 
increasing  farmgate  prices  and  further  opening  world  markets  to 
U.S.  dairy  products. 

There  are  those  of  you  here  today  who  would  look  at  the  size  of 
my  herd  and  say,  "He  is  not  a  typical  California  dairyman."  When 
it  comes  to  self-help,  they  would  be  wrong.  The  common  cause  that 
producers  share  when  it  comes  to  dairy  policy  is  not  herd  size,  but 
a  uniform  dislike  of  assessments.  When  it  comes  to  assessments, 
self-help  provides  a  number  of  bonuses  over  the  current  program. 

First,  the  new  self-help  assessment  of  up  to  10  cents  per  hun- 
dredweight would  provide  a  net  return  to  producers  of  from  30 
cents  to  50  cents  per  hundredweight.  Second,  self-help  makes  the 
current  nonrefundable  cost  of  removing  all  estimated  surpluses  in 
excess  of  7  billion  pounds  refundable.  Third,  dairy  farmers  save 
1.25  cents  per  hundredweight,  $19  million  in  total,  for  every  year 
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self-help  is  in  place  before  1996.  Self-help  provides  this  bonus  by 
immediately  cutting  to  10  cents  the  current  11.25  cent  per  hun- 
dredweight assessment. 

Despite  the  fact  that  all  of  these  producer  assessments  are  poten- 
tially refundable  under  self-help  and  that  the  bulk  of  funds  col- 
lected will  be  used  to  stabilize  and  improve  dairy  farmer  income, 
there  are  still  those  that  claim  they  don't  like  the  program.  Why? 
Some  producers,  particularly  those  in  my  part  of  the  country,  be- 
lieve the  status  quo  will  serve  them  best.  These  producers  believe 
that  only  the  market  should  set  milk  prices.  Producers  in  this  camp 
see  no  benefit  to  self-help.  They  are  wrong.  Even  in  a  completely 
free  market  system,  supply  is  sure  to  outstrip  demand.  The  result 
will  be  continuous  boom  and  bust  cycles  as  more  cows  are  brought 
on-line  to  meet  growing  demand  and  then  culled  as  the  price  and 
demand  bubbles  burst. 

Today,  thanks  to  the  introduction  of  H.R.  2664,  dairy  producers 
have  an  opportunity  to  unite  behind  a  new,  beneficial,  politically 
realistic  dairy  policy.  Those  of  us  who  produce  a  majority  of  the  Na- 
tion's milk  already  support  the  program.  I  ask  those  producers  who 
have  not  already  done  so  to  join  us,  and  I  urge  you  and  your  col- 
leagues, Mr.  Chairman,  to  enact  self-help  into  law  as  quickly  as 
possible. 

Thank  you. 

[The  prepared  statement  of  Mr.  Moranda  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Volkmer.  Thank  you  very  much.  I  appreciate  your  testi- 
mony. 

I'd  just  like  to  go  over  a  few  things  that  some  of  the  members 
of  the  previous  panel  alluded  to. 

Is  Mr.  Morrissette  still  here? 

Mr.  Morrissette.  Yes. 

Mr.  Volkmer.  Mr.  Morrissette  mentioned  at  one  time  that,  basi- 
cally, if  you  can't  have  the  two-tier,  we  might  just  as  well  do  away 
with  the  Government  altogether  and  just  go  to  a  strictly  free  mar- 
ket. 

Is  that  correct,  Mr.  Morrissette? 

Mr.  Morrissette.  That's  right. 

Mr.  Volkmer.  Does  anyone  here  on  the  panel  want  to  take  time 
to  advise  Mr.  Morrissette  of  what  happens  if  we  don't  have  any 
CCC  purchases  out  there  at  all,  if  we  don't  have  milk  marketing 
orders  at  all? 

Mr.  Nord,  you're  in  on  the  operation.  How  do  you  operate  under 
that  kind  of  environment? 

Mr.  Nord.  Very  difficult.  If  we  didn't  have  market  orders — now, 
I  won't  pretend  to  say  our  current  system  of  44,  or  whatever  we 
have,  orders  is  exactly  the  way  it  should  be. 

Mr.  Volkmer.  I  agree  with  that.  I  won't  disagree  with  that. 

Mr.  Nord.  We  in  the  Upper  Midwest  have  said  there  are  some 
things  wrong,  and  we've  had  all  this  going  on.  However,  I  believe 
without  any  of  that,  our  industry,  and  especially  people  in  the  area 
where  I  live,  would  be  far  worse  off  than  we  are  today.  I'm  not  say- 
ing there  doesn't  need  to  be  some  changes  or  adjustments. 

I  also  think  the  obligation  on  the  part  of  the  Government  for  a 
substantial  amount  of  purchases  is  there.  I  mean,  the  Government 


73 

has  a  feeding  program,  the  Government  has  the  military.  They 
have  an  obligation  where  they  need  to  provide  the  food  for  those 
sources,  and  I  think  that  the  program — albeit  it  may  be  in  need  of 
some  refinements,  I  would  not  like  to  see  the  Government  totally 
out  of  the  program  completely. 

Mr.  Volkmer.  What  happens  to  stability?  I  mean,  all  the  testi- 
mony and  even,  I  think,  the  people  on  the  previous  panel,  every- 
body agrees  we  need  stability  in  pricing.  What  happens  to  stability? 

Mr.  Nord.  I  think  that  line  doesn't  quit  at  $10.10.  It  drops  to 
world  market  price,  maybe  $6.  I  don't  know.  In  the  meantime,  a 
large  number  of  small  farmers,  small  producers,  big  producers, 
whatever,  inefficient  producers  are  going  to  be  history.  They're  not 
going  to  survive  with  that  tremendous  volatility  that  we  would  see. 

Mr.  Volkmer.  The  way  I  see  it,  you  can't  help  but  have  the  vola- 
tility and  disparate  prices  all  over.  I  know  there  are  some  people 
that  are  farmers  out  there,  and  they  talk  to  me  about  the  co-ops 
themselves  don't  really  represent  the  producers  and  stuff,  but  what 
happens  to  the  co-ops  when  you  don't  have  the  Government  there 
to  pick  up  any  surplus  and  put  it  in  the  warehouses  for  a  while? 
That's  really  the  farmer's  product,  is  it  not? 

Like  you  said,  Mr.  Nord,  when  the  price  goes  down  in  the  future, 
it's  not  just  the  present  price  that  the  farmer's  hurt  with,  because 
in  the  co-op  he's  also  hurt  with  the  items  that  are  in  the  ware- 
houses. 

Mr.  Nord.  Well,  all  of  us  here  that  are  members  of  cooperatives 
that  had  to  take  inventory  devaluations — and  like  I  said,  it  isn't 
unique  to  Land  O'Lakes — we,  as  farmers,  lose  that  money.  That's 
our  money,  and  when  our  inventory  is  devalued,  I  lose  money.  I'm 
a  farmer  as  much  as  anybody.  I  consider  that  my  product. 

Mr.  Little.  Mr.  Chairman,  I  just  want  to  underscore  that  it 
would  not  only  be  producers  who  would  be  disadvantaged  by  the 
absence  of  the  program.  It  would  be  processors,  and  it  would  cer- 
tainly be  consumers  who  would  experience  wide  swings  in  both 
product,  prices,  and  availability. 

Mr.  Volkmer.  Availability  would  concern  me,  and  I  believe  that 
the  Government  has  an  obligation  out  there  to  make  sure  that  we 
have  a  wholesome,  stable  supply  of  milk  for  our  consumers.  That's 
all  part  of  it.  I  believe  we'd  be  abandoning  that. 

The  other  thing  I'd  like  to  comment  on,  Mr.  Bryant,  it  is  a  wel- 
come to  hear  someone  from  Vermont,  but  to  be  honest  with  you, 
I  think  you're  looking  at  reality  and  not  at  what  you  would  like  to 
have.  I've  had  to  look  at  that  for  a  long  time,  several  years,  and 
realize  it.  So  it  is  a  pleasure,  and  I  appreciate  all  your  testimony 
here. 

Another  thing.  I  know  you  feel  like  I  do  in  a  way,  as  one  who's 
been  through  the  war  together.  But  we  have  to  realize  that's  where 
we  are.  Is  that  correct? 

Mr.  Elkin.  That's  right.  I'm  interested  to  hear  how  many  sup- 
porters we  have  of  two-tier  now.  I  don't  know  where  they  were  2 
or  3  years  ago.  I've  had  calls,  "Reenact  your  two-tier.  We'll  support 
it"  and  all,  but  we've  had  to  come  to  the  same  conclusion  you  have. 

Mr.  Volkmer.  You  were  there  with  us  at  the  time  when  we 
fought  the  battle. 

Mr.  Elkin.  Oh,  yes. 
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Mr.  Volkmer.  That's  right.  And  the  battle  has  been  lost.  We're 
now  trying  to  do  something  a  little  different. 

I  would  like  for  all  of  you — and  I  see  Mr.  Barr  is  still  back 
there — and  everyone  that's  concerned  with  this  and  has  been  work- 
ing together  with  it  to  see  if  we  can't  do  something  about  those 
triggers.  I  don't  know  if  we  can  or  not,  but  see  if  there's  anything 
that  can  be  done  about  the  triggers.  I'd  like  to  discuss  that  with 
all  of  you  sometime  after  you  all  discuss  it  among  yourselves. 
You've  heard  the  testimony  of  someone  I  respect  very  highly, 
worked  with  for  some  time,  Mr.  Whorton  from  Alabama. 

Tom,  is  he  Dairymen,  Inc.? 

Mr.  Little.  Yes. 

Mr.  Volkmer.  He's  one  of  yours.  You  get  him  and  Buckey  to- 
gether, and  we'll  get  something  out.  [Laughter.] 

Mr.  Elkin.  Mr.  Chairman,  I  might  say  on  the  triggers,  we  at 
AMPI  have  no  problem  with  the  measures  you're  talking  about,  but 
that  was  part  of  the  compromise.  There  are  those  who  feel  if  you 
let  them  go  too  high,  you're  going  to  have  two-tier  or  the 

Mr.  Volkmer.  I  understand  that.  If  it  can't  be  done,  it  can't  be 
done.  That's  just  something  I'm  asking  you  to  at  least  revisit,  and 
if  it  can't  be  done,  it  can't  be  done.  I  can  understand  that  there  are 
two  sides  to  that  equation.  There's  no  question  about  that. 

With  that,  does  anyone  else  have  any  comments  they'd  like  to 
make? 

[No  response.] 

Mr.  Volkmer.  If  not,  we're  going  to  conclude  the  hearing,  and  I 
thank  again  this  panel  for  your  testimony,  and  I  appreciate  it.  I 
know  it's  been  a  long  day.  Thank  you  very  much. 

[Whereupon,  at  6:10  p.m.,  the  subcommittee  adjourned,  to  recon- 
vene, subject  to  the  call  of  the  Chair.] 

[Material  submitted  for  inclusion  in  the  record  follows:] 
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Thank  you,  Mister  Chairman,  for  the  opportunity  to  testify 
today  regarding  dairy  policy  and  the  so-called  Self  Help  proposal. 

Mister  Chairman,  the  National  Milk  Producers  Federation  wants 
us  to  believe  that  the  dairy  industry  is  united  in  support  of  the 
Self  Help  proposal.  That  is  not  true.  And  for  good  reason. 

Polls,  meetings,  hearings  and  discussions  with  dairy  farmers 
confirm  that  the  majority  of  dairy  farmers  support  a  2  tier  pricing 
program.  A  1991  poll  by  Hoard's  Dairyman,  for  example,  found  over 
75%  of  farmers  supported  supply  management  and  over  80%  of  them 
supported  two  tier  pricing. 

Farmers  are  also  being  asked  to  believe  that  they  should 
support  the  Self  Help  program,  because  it  is  the  only  proposal  on 
the  table.  That  is  no  longer  true. 

I  will  be  introducing  the  Dairy  Nutrition  Act,  legislation 
developed  with  input  from  farmers  across  the  nation,  and  which  I 
believe  reflects  the  opinion  of  the  majority  of  dairy  farmers. 

The  bottom  line  on  Self  Help  is  not  very  complicated.  The  USDA 
says  this  bill  would  increase  farmers  average  annual  milk  price  by 
less  than  $0.01  (one  cent)  per  hundredweight.  USDA  says  that  farm 
cash  receipts  under  this  program  will  be  $120  million  lower. 
Clearly,  farmers  do  not  need,  and  can  not  afford,  this  kind  of 
help. 

The  question  is  not  should  we  support  Self  Help,  we  obviously 
can  not.  The  cjuestion  is  what  kind  of  dairy  program  will  achieve 
the  two  goals  of  a  positive  impact  on  dairy  farm  income  and  a 
reduction  in  budget  costs. 

I  suggest  we  listen  to  the  producers  who  for  years  have  been 
telling  us  that  a  two  tier  supply  management  program,  like  the 
Dairy  Nutrition  Act,  will  work.  I  will  remind  you  that  the  USDA's 
1991  analysis  of  dairy  supply  management  options  supported  the 
producers,  finding  two  tier  the  most  effective  and  least  costly 
alternative. 

Whereas,  the  Self  Help  approach  will  actually  take  more  money 
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out  of  the  pockets  of  farmers,  the  Dairy  Nutrition  Act  will 
establish  a  supply  management  program  that  will  increase  and 
stabilize  farm  prices,  and  not  require  assessments  for  any  milk 
sold  on  the  commercial  market. 

The  Self  Help  approach  seeks  to  subsidize  attempts  by  dairy 
processors  and  multinational  traders  to  export  surplus  milk  on  the 
world  market.  The  problem  is,  we  don't  know  where  these  markets 
are.  The  USDA  tells  us  they  probably  don't  exist  at  all.  (We  do 
know  that  the  world  price  is  only  about  $6.00  per  hundredweight). 
Finally,  we  know  that  this  type  of  export  dumping  policy  will  not 
sit  well  with  our  trading  partners  or  with  the  U.S.  Trade  Office. 

The  Dairy  Nutrition  Act,  on  the  other  hand,  will  meet  the 
commercial  demand  for  milk  and  provide  a  stable  supply  of  dairy 
products  for  use  in  domestic  nutrition  programs,  right  here  at 
home,  at  a  significant  budget  savings. 

Self  help  wants  to  add  new  layers  of  needless  bureaucracy  on 
top  of  the  existing  dairy  program.  The  Dairy  Nutrition  Act  will 
replace  it  with  a  common  sense,  farmer  controlled  program  linking 
the  needs  of  farmers,  consumers,  and  federal  nutrition  programs. 

This  linking  of  dairy  producers  and  nutrition  programs  is  at 
the  center  of  the  Dairy  Nutrition  Act. 

In  my  view  it  is  time  to  re-evaluate  what  we  mean  by  surplus 
milk.  With  millions  of  kids  going  to  bed  hungry  every  night,  some 
extra  milk  is  a  blessing  not  a  curse.  The  question  is  whether  we 
are  going  to  manage  that  milk  in  a  responsible  way  or  use  it  as  an 
excuse  to  put  more  farmers  out  of  business. 

Dairy  farmers  are,  on  average,  forced  to  sell  their  milk  at 
prices  below  their  cost  of  production.  But  the  sadder  fact  is,  that 
while  farmers  are  drowning  in  this  supposed  "surplus,"  we  have  a 
very  real  problem  with  hunger  and  malnutrition  in  this  country. 

Are  dairy  farmers  prices  really  low  because  they  produce  too 
much  milk? 

If  so,  we  have  to  ask  why  so  many  Americans  are  going  hungry 
in  the  midst  of  this  surplus?  Why  the  food  bank  in  Burlington, 
Vermont  hasn't  had  surplus  cheese  to  distribute  since  1989?  Why, 
with  this  milk  surplus,  we  can't  find  cheese  for  The  Emergency  Food 
Assistance  Program  (TEFAP) .  Why,  with  this  overproduction,  the 
federal  government  is  buying  dairy  products  at  market  prices  rather 
than  as  surplus? 

Dairy  farmers  really  have  two  consumers.  The  shopper  in  the 
grocery  store  and  the  government,  purchasing  products  for  use  in 
nutrition  programs  and  government  institutions.  A  sensible  dairy 
policy  will  allow  farmers  to  meet  the  needs  of  both.  The  Dairy 
Nutrition  Act  does  that  by  improving  on  the  two  tier  concept. 
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The  program  is  run  by  a  farmer  elected  board  working  with  the 
USDA.  In  fact,  the  program  will  not  be  implemented  until  it  is 
approved  by  the  majority  of  farmers  in  a  national  referendum. 

Briefly;  each  farm  receives  a  total  production  base,  adjusted 
annually  according  to  projected  needs  for  both  commercial  markets 
and  certain  nutrition  programs. 

The  farmers  total  annual  base  has  two  parts.  A  commercial  base 
that  provides  a  stable  price,  (tied  to  the  average  cost  of 
production)  ,  for  milk  sold  on  the  commercial  market.  And  a 
nutrition  base,  which  is  a  percentage  of  the  commercial  base.  This 
nutrition  base  milk  is  targeted  for  use  in  government  nutrition 
programs  and  is  sold  to  the  CCC  at  a  cost  less  than  one  half  of 
what  nutrition  programs  are  now  paying.  (The  price  will  be  no  more 
than  30%  of  the  commercial  base  price.) 

If  there  is  any  real  surplus,  (milk  marketed  in  excess  of  the 
total  base)  it  is  assessed  at  the  market  price  and  allocated  to 
strategic  reserves,  and  other  essential  government  uses,  at  no  cost 
to  the  federal  treasury  or  to  farmers  who  do  not  overproduce. 

Take  the  Food  and  Nutrition  Service  for  example.  The  FNS  now 
buys  dairy  products,  (primarily  cheese  and  nonfat  dried  milk)  for 
use  in  nutrition  programs.  They  may  pay  the  support  price,  ($10.10) 
when  there  is  surplus  available,  but  they  also  buy  product  at  the 
market  price  ($12.00),  as  they  have  this  year.  Under  the  current 
program  there  is  instability  in  both  price  and  supply. 

Under  the  Dairy  Nutrition  Act,  the  CCC  will  contract  with  the 
National  Milk  Marketing  Board  which  will  supply  dairy  products  to 
the  Food  and  Nutrition  Service  at  a  much  lower,  more"  stable  price 
(estimated  at  $4.50  per  hundredweight  or  30%  of  the  $15.00  per 
hundredweight  base  price) .  The  Food  and  Nutrition  Service  realizes 
a  savings  of  over  60%  and  is  assured  that  they  will  have  an 
adequate  and  stable  supply  of  milk  for  their  programs. 

Under  the  draft  plan  this  nutrition  base  would  amount  to  up  to 
5%  of  commercial  production  (7  billion  pounds) . 

Unfortunately,  the  real  issue  driving  dairy  policy  is  not 
what's  right  for  farmers  or  for  hungry  kids.  It  is  the  budget.  But, 
we  should  not  let  the  budget  force  us  into  more  bad  policy.  Putting 
farmers  on  welfare  does  not  help  the  budget  or  the  economy.  Hungry 
kids  do  not  help  the  budget. 

The  Dairy  Nutrition  Act  deals  directly  with  the  budget  issue. 
It  provides  needed  dairy  products  at  a  significant  savings  over  the 
current  program  and  it  ends  the  senseless  policy  of  having  the  CCC 
automatically  purchase  whatever  dairy  products  are  forced  on  them 
by  dairy  processors  while  nutrition  programs  go  begging  for  what 
they  need. 

By  providing  farmers  with  a  fair  market  price  the  program  will 
also  pump  billions  of  dollars  into  our  rural  economy,  creating  jobs 
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and  investment  that  go  well  beyond  the  farm.  Helping  to  get  our 
rural  economy  back  on  track. 

Finally,  the  two  tier  program  moves  us  towards  a  more 
sustainable  agriculture,  which  is  in  line  with  the  goals  of  the 
Administration.  By  getting  farmers  off  the  production  treadmill  and 
providing  them  stability  we  encourage  farmers  to  produce  a  better 
product  with  fewer  chemical  inputs  and  better  management  of  land 
and  natural  resources. 

Mr.  Chairman,  we  hear  alot  about  reinventing  government.  This 
Committee  has  the  opportunity  to  make  that  rhetoric  reality. 
You  can  reject  a  dairy  policy  that  has  brought  pain  to  farmers  and 
rural  communities,  and  hunger  to  millions  of  American  kids.  You  can 
implement  a  sensible  "food  policy"  that  links  the  needs  of 
producers  and  consumers,  while  saving  money  and  reducing  budget 
costs. 

I  am  presenting  you  today  with  a  draft  of  the  Dairy  Nutrition 
Act.  I  have  already  heard  from  farmers  in  Vermont,  New  York,  Oregon 
and  California,  Pennsylvania,  Minnesota,  Wisconsin  and  Missouri, 
who  have  read  the  plan,  who  have  figured  out  it's  impact  on  their 
farm  and  who  support  it.  I  am  hoping  that  members  of  this  committee 
will  now  join  with  me  in  sponsoring  and  implementing  this  program. 

Thank  you. 
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Mr.  Chairman,  and  Members  of  the  Subcommittee,  I  am  happy  to  be  here  with  you 
today  to  review  with  you  our  analysis  of  the  dairy  program  set  out  in  H.R.  2664. 

The  multi-faceted  program  put  forth  in  this  bill  would  introduce  significant  elements 
of  change  and  complexity  to  our  dairy  program.   The  bill  has  laudable  objectives  in  terms  of 
seeking  to  improve  farm  income  while  limiting  costs  to  taxpayers  by  placing  more 
responsibility  on  producers.    However,  portions  of  the  bill  could  lead  to  decreased  farm 
income  and  lessened  production  innovations,  and  could  be  viewed  as  inconsistent  with  the 
Administration's  trade  policy.   Therefore,  the  Administration  cannot  support  H.R.  2664  as 
currently  drafted,  and  will  work  with  the  Committee  to  have  our  concerns  addressed. 

I  can  say  today  that  the  concerns  that  we  raised  at  your  July  21,  1993,  hearing  on  this 
bill  remain  valid.   Those  concerns  included  the  impact  that  the  two-tier  pricing  provisions  of 
this  bill  would  have  on  producer  incentives  to  adopt  new  technology,  thereby  slowing 
productivity  increases  and  hindering  U.S.  competitiveness.    A  second  concern  was  the  lack 
of  criteria  provided  for  the  Secretary  to  evaluate  the  proposed  Dairy  Board's  plan  of  action. 
A  third  concern  was  the  costly  duplication  of  staff  and  efforts  to  dispose  of  surplus  products. 
A  fourth  concern  dealt  with  the  complicated  pool  funding  procedure  that  would  partially 
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replace  our  current  system  for  collecting  assessments  from  dairy  farmers.    And,  our  final 
concern  was  that  the  adoption  of  this  program  could  be  viewed  as  inconsistent  with  the  U.S. 
position  in  the  GATT  Uruguay  Round  negotiations.    In  order  to  fulfill  our  proposed 
commitment  under  the  GATT  Uruguay  Round  negotiations,  export  subsidy  operations  of  the 
Dairy  Board  would  have  to  be  subject  to  U.S.  Government  approval. 

At  the  request  of  your  subcommittee,  the  Department  undertook  an  analysis  of  H.R. 
2664  to  determine  impacts  on  dairy  farmers,  consumers  and  government  outlays.    That 
analysis  was  forwarded  to  your  Subcommittee  last  week.    The  baseline  for  comparison  is  the 
1994  President's  Budget  estimate  for  the  dairy  program. 

In  our  judgement,  allowing  the  board  to  participate  in  the  export  of  subsidized  dairy 
products  could  increase  exports  for  cash  by  10  percent  or  less,  assuming  that  the  Department 
continues  to  operate  the  current  export  incentive  program  as  presented  by  the  budget 
baseline.   To  accomplish  this  modest  increase,  the  average  subsidy  would  have  to  be 
increased  by  15  percent.    The  U.S.  proportion  of  the  international  market  for  dairy  products 
would  not  increase,  but  the  international  market  would  be  slightly  expanded  by  a  depression 
of  international  prices. 

It  is  our  view  that  the  board  could  increase  domestic  market  prices  only  slightly  above 
the  levels  which  can  be  expected  with  the  current  programs  operated  by  the  Department.    We 
estimate  that  the  average  annual  all  milk  price  over  the  study  period  would  increase  by  less 
than  $0.01  per  hundredweight. 
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It  was  concluded  that  the  bill  would  generate  savings  of  about  $150  million  for  the 
Commodity  Credit  Corporation  (CCC)  over  the  FY  1994-1998  period,  largely  through 
reduced  Federal  funds  going  to  the  Dairy  Export  Incentive  Program  (DEIP).   The  primary 
source  of  these  savings  was  from  dairy  farmers  assuming  DEIP  costs  previously  paid  by 
CCC.    Farm  income  as  measured  by  cash  receipts  from  milk  marketings,  after  assessments, 
is  projected  to  be  about  $120  million  lower  during  the  5-year  period.    Consumer 
expenditures  on  milk  and  dairy  products  would  increase  by  $45  million  over  the  period. 

I  have  with  me  today,  Dr.  Charles  Shaw  and  Mr.  John  Mengel  from  the  Agricultural 
Stabilization  and  Conservation  Service,  Mr.  Robert  Wicks  from  the  Foreign  Agriculture 
Service,  and  Mr.  Willard  Blanchard  of  the  Agricultural  Marketing  Service  who  will  help  me 
respond  to  specific  questions  you  may  have  on  our  analysis. 

(Attachment  follows:) 
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DEPARTMENT   OF   AGRICULTURE 

OFFICE    OF    THE    SECRETARY 
WASHINGTON,    D.C.    202S0 


OCT  21  1993 

Honorable  Harold  L.  Volkmer 
Chairman,  Subcommittee  on  Livestock 
Committee  on  Agriculture 
U.S.  House  of  Representatives 
Washington,  D.C.   20515 

Dear  Mr.  Chairman: 

At  the  request  of  your  Subcommittee,  the  Department  of  Agriculture  (USDA) 
undertook  an  analysis  of  H.R.  2664  to  determine  impacts  on  dairy  farmers,  consumers  and 
government  outlays.  The  baseline  for  comparison  is  the  1994  President's  Budget  Baseline 
Estimate.   The  enclosed  analysis  shows  changes  from  that  baseline. 

In  our  judgement,  allowing  the  Board  to  participate  in  the  export  of  subsidized  dairy 
products  could  increase  exports  for  cash  by  10  percent  or  less.    (The  Board  could  not  export 
for  U.S.  backed  credit).   To  accomplish  this  modest  increase,  the  average  subsidy  would 
have  to  be  increased  by  15  percent.   The  Board  would  be  restricted  from  exporting  to 
countries  not  approved  under  the  current  Dairy  Export  Incentive  Program  (DEIP),  but, 
subsidies  would  not  be  restricted.   Any  increased  subsidization  by  the  Board  would  be  met 
by  other  countries,  specifically  the  European  Community,  in  our  judgement.  Therefore,  the 
U.S.  proportion  of  the  international  market  for  dairy  products  would  not  increase,  but  the 
international  market  would  be  slightly  expanded  by  a  depression  of  international  prices. 

It  is  our  view  that  the  Board  could  increase  domestic  market  prices  only  slightly 
above  the  accomplishments  of  USDA.  For  1991  and  1992,  the  annual  average  Minnesota- 
Wisconsin  prices,  weighted  by  the  monthly  DEIP  sales,  were  $11.97  per  hundredweight  and 
$11.98  per  hundredweight,  respectively.   During  1993,  USDA,  indirectly,  continues  to 
support  milk  prices  near  these  levels  by  subsidizing  the  removal  of  products  for  the  DEIP 
when  milk  prices  are  well  above  the  support  level.   In  our  judgement,  this  bill  would 
increase  the  average  annual  all  milk  price  over  the  study  period  by  less  than  $0.01  per 
hundredweight. 

It  was  concluded  that  H.R.  2664  would  generate  savings  of  $151  million  for  the 
Commodity  Credit  Corporation  (CCC)  over  the  FY  1994-1998  period.   The  primary  source 
of  these  savings  was  from  dairy  farmers  assuming  program  costs  previously  paid  by  CCC. 
Farm  cash  receipts  from  milk  marketings,  after  assessments,  is  projected  to  be  $120  million 
lower  during  the  5-year  period.   Consumer  expenditures  on  milk  and  dairy  products  would 
increase  by  $45  million  over  the  period. 

Our  5-year  analysis  of  this  legislation  indicates  that  a  two-tier  pricing  program  could 
be  implemented  mid- way  through  calendar  year  1995,  and  terminate  at  the  end  of  that  year. 
In  this  particular  instance,  since  the  projected  surplus  over  7  million  pounds  was  very  small, 
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Honorable  Harold  L.  Volkmer 


the  assessment  on  second-tier  marketings  was  not  considered  significant  enough  to  seriously 
disrupt  most  dairy  operations.   Neither  did  the  dairy  cow  culling  rate  increase  significantly. 
The  implementation  of  this  two-tier  program  for  6  months  or  less  would  require  a  significant 
amount  of  time  on  the  part  of  dairy  farmers,  proprietary  handlers,  dairy  cooperatives  and  the 
Government  to  establish  individual  marketing  bases,  and  to  collect  and  to  verify  the  payment 
of  the  second-tier  assessment.   We  estimate  that  the  Government  cost  of  administering  this 
two-tier  program  would  be  about  $6  million. 

The  1994  President's  Budget  Baseline  assumes  current  international  trade  agreements, 
that  is,  without  North  American  Free  Trade  Agreement  (NAFTA)  or  any  new  General 
Agreement  on  Tariffs  and  Trade  (GATT)  agreements.   Therefore,  projected  levels  of 
subsidized  exports  of  butter,  cheese,  and  nonfat  dry  milk  under  the  baseline  and  under  the 
proposed  program  could  be  overstated  if  NAFTA  and  GATT  agreements  are  concluded. 
Levels  of  and  amounts  of  any  subsidizations  on  future  exports  will  be  subject  to  any 
disciplines  resulting  from  new  international  agreements. 

For  example,  a  successful  Uruguay  Round  agreement  based  on  the  Draft  Final  Act  as 
amended  by  the  November  1992  Blair  House  agreement  would  result  in  the  U.S.  making 
specific  commitments  to  reduce  over  6  years,  on  a  commodity-by-commodity  basis,  the 
quantity  of  subsidized  exports  by  21  percent  and  budgetary  expenditures  by  36  percent  from 
the  average  1986-1990  levels.   The  base  levels  consist  of  the  volumes  and  subsidies  under 
the  subsidized  programs  in  operation  during  that  period-the  DEIP  and  CCC  direct  sales. 
Bona  fide  food  aid  donations  made  during  the  base  period  are  not  part  of  the  base  and  future 
donations  would  not  be  subject  to  the  export  subsidy  commitments.   Any  exports  resulting 
from  the  self-help  program  would  be  considered  subsidized  exports  and  would  have  to  be 
counted  against  the  new  reduced  quantity  and  expenditures  commitment  levels  along  with 
exports  under  the  current  subsidized  programs. 

Sincerely, 


Eugene  Moos 
Under  Secretary  for 
International  Affairs  and 
Commodity  Programs 


Enclosure 
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OS  Department  of  Agriculture  Analysis  of  H.R.  2664  —  Dairy 
Budget  Reconciliation  and  Self-Help  Initiative  Act  of  1993 

Board.   Creates  a  Dairy  Stabilization  Board,  consisting  of  dairy 
producers  and  other  industry  representatives,  with  the 
responsibility  and  authority  to  intervene  in  dairy  product 
markets  in  a  timely  manner  for  the  purpose  of  stabilizing  or 
enhancing  milk  and  dairy  product  prices  and  improving  producer 
income.   The  Board's  activities  would  supplement,  not  replace, 
CCC  dairy  program  stabilization  activities,  including  the  Dairy 
Price  Support  Program  and  the  Dairy  Export  Incentive  Program. 

Assessments.   To  fund  the  Board's  operations,  and  to  continue  to 
contribute  to  budget  savings,  the  current  budget  reconciliation 
assessment  paid  by  dairy  producers  would  be  maintained,  but 
reduced  from  $0.1125  to  $.10  per  cwt.   All  Board  administrative 
expenses  would  be  paid  from  this  assessment. 

A  second,  stabilization  assessment  of  up  to  $.10  per  cwt.  would 
be  made  to  fund  the  disposition  of  surplus  dairy  products  by  the 
Board,  with  the  actual  funding  level  in  any  particular  year  based 
on  projected  dairy  product  net  removals,  in  excess  of  5  billion 
pounds,  milk  equivalent,  but  less  than  7  billion  pounds. 

A  third,  excess  marketings  assessment  would  be  charged  on  a 
uniform  basis  on  all  milk  marketed  if  net  removals  are  projected 
to  exceed  7  billion  pounds.   The  rate  of  assessment  would  be  that 
necessary  to  fund  the  purchase  of  removals  in  excess  of  the 
7  billion  pound  level. 

Collection  of  assessments.   The  budget  and  stabilization 
assessments  would  be  collected  through  reductions  in  revenues 
available  to  pay  producers  through  Federal  and  State  milk  order 
pools.   Producers  not  paid  through  milk  order  pools  would  pay  an 
equivalent  assessment.   The  excess  marketings  assessment  would  be 
collected  directly  from  producers. 

Refunds.   All  assessments  would  be  refundable  to  individual 
producers  who  limited  their  milk  marketings  to  their  previous 
year  level  adjusted  to  reflect  the  average  increase  in  marketings 
by  all  producers.   Such  refunds  would  be  recaptured  the  following 
year. 

Board  programs: 

•  Subsidize  the  export  of  dairy  products. 

•  Purchase  dairy  products  from  the  domestic  market  and 
sell  them  to  CCC. 

•  Subsidize  the  export  of  dairy  cattle. 
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•  Provide  funding  to  Foreign  Agricultural  Service 
Cooperator  organizations  for  dairy  export  development 
programs. 

•  Donate  products  to  domestic  and  international  relief 
programs. 

Two-tier  pricing. 

The  excess  marketing  assessment,  if  triggered,  would  become  a 
two-tier  pricing  program: 

d    if  the  U.S.  average  manufacturing  grade  milk  price  fell 
to  within  $.50  per  cwt.  of  the  support  price  for  two 
consecutive  months,  a  two-tier  program  would  be 
triggered.   The  second  tier  price  would  be  determined 
by  converting  the  over-7  assessment  into  an  assessment 
collected  only  on  the  quantity  of  milk  marketed  during 
each  month  by  any  producer  in  excess  of  the  producer's 
monthly  base  amount  -  the  volume  of  milk  marketed  the 
previous  year. 

□    The  two-tier  program  would  be  terminated  at  such  time 

as  the  U.S.  average  manufacturing  grade  milk  price  rose 
to  exceed  the  support  price  by  more  than  $1.50  per  cwt. 
during  two  consecutive  months. 

Federal  milk  order  changes.   Authorizing  legislation  would  be 
amended  to  provide  specific  authority  to  ensure  that  the  costs  of 
securing  supplemental  milk  supplies  and  handling  seasonal 
reserves  within  individual  milk  markets  would  be  shared  equitably 
by  all  producers  in  a  market. 
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Mr.  Chairman,  we  appreciate  being  given  this  opportunity  to  again  address  your 
subcommittee  regarding  HR  2664,  Dairy  Self-Help  Initiative  Act. 

The  Alliance  provides  representation  and  other  services  to  the  major  cooperative 
organizations  based  in  California  as  well  as  the  State's  two  major  dairy  farmer  trade 
associations.  As  a  result,  the  Alliance  represents  over  90  percent  of  the  dairy  farmers  in 
California,  producing  over  95  percent  of  the  milk.  We  share  no  members  with  the  National 
Milk  Producers  Federation. 

One  of  the  primary  reasons  the  Alliance  was  formed  is  to  explore  new  solutions  of  the 
industry's  concerns.  For  example,  the  Alliance  sponsored  the  formation  of  the  Western 
Cooperatives  Milk  Marketing  Association.  This  marketing  agency-in-common  is  a  self-help 
approach  that  allows  Western  cooperatives  to  share  important  market  information  and  take 
market  actions  which  have  enhanced  returns  to  dairymen. 

Since  the  July  hearing,  our  Board  and  our  dairy  legislation  committee  have  again  reviewed 
HR  2664.  They  concluded  that  the  Alliance  should  continue  its  position  of  not  supporting 
the  self-help  approach  proposed  in  HR  2664. 

The  National  Milk  Producers  Federation  (NMPF)  cites  two  major  reasons  why  the  dairy 
industry  needs  to  look  at  self-help:  the  erosion  of  government  support  of  dairy  and  the  need 
to  expand  dairy  exports. 

The  support  program  erosion  began  with  Congress  reducing  the  milk  support  price  from 
$13.10  down  to  $10.10  in  the  1980s.  It  took  a  dramatic  turn  in  the  1990  Farm  Bill  when 
Congress  not  only  capped  its  dairy  support  program  expenditures  at  7  billion  pounds,  but 
also  assessed  milk  producers  11.25  cents  per  hundredweight  to  offset  some  of  the  remaining 
program  costs. 

The  Alliance  agrees  that  this  is  a  disturbing  trend  and  one  that  is  very  likely  going  to 
continue.  The  support  program  has  been  the  foundation  of  federal  dairy  policy.  If  that 
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foundation  is  eroding,  then  instead  of  building  a  "new"  program  on  a  crumbling  foundation 
as  the  self-help  approach  in  HR  2664  does,  the  industry  needs  to  fully  explore  other  avenues. 

The  Alliance  agrees  that  expanding  exports  of  dairy  products  is  very  important  to  the  U.S. 
dairy  industry.  This  is  especially  true  if  the  dairy  support  program  is  on  the  chopping  block, 
as  NMPF  believes. 

The  problem  is,  the  self-help  approach  in  HR  2664  would  face  the  same  limitations  on  export 
activities  the  DEIP  program  faces.  If  the  current  GATT  negotiations  are  ever  completed,  the 
self-help  board  in  HR  2664  would  be  subject  to  the  same  export  subsidy  restrictions  as  the 
DEIP  program. 

Perhaps  more  importantly,  the  HR  2664  self-help  program  would  be  subject  to  the  same 
international  relations  type  of  restrictions  that  the  DEIP  program  currently  faces  and  will 
likely  continue  to  face.  For  the  past  year,  the  Alliance  has  been  part  of  a  task  force  (with 
NMPF  and  others)  that  has  been  trying  to  open  the  Pacific  Rim  to  the  DEIP  program.  We 
recently  learned  that  due  to  the  strategic  importance  of  New  Zealand  and  Australia,  and 
heavy  lobbying  by  those  two  countries,  our  request  has  been  denied.  Thus,  U.S.  foreign 
policy  interests  have  prevented  U.S.  milk  producers  from  using  DEIP  to  re-enter  the  Pacific 
Rim. 

This  is  difficult  for  U.S.  milk  producers  to  accept,  especially  when  we  leam  that  Australia 
has  just  sold  over  80  million  pounds  of  milk  powder  to  Mexico  for  delivery  next  year. 
Apparently,  Australia  doesn't  want  the  U.S.  in  their  export  markets,  but  our  export  markets 
are  fair  game. 

Since  the  primary  thrust  of  the  self-help  program  in  HR  2664  is  exporting,  and  considering 
the  restrictions  it  faces,  there  is  little  to  be  gained  by  a  program  so  structured. 

Mr.  Chairman,  if  the  support  program  is  going  to  be  on  the  chopping  block,  if  maintaining 
and  expanding  exports  to  enhance  producer  income  is  a  major  part  of  the  solution,  then  a 
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dairy  self-help  program  needs  to  be  structured  in  a  different  way  than  in  HR  2664.  A 
program  is  needed  that  will  be  part  of  an  overall  strategic  plan  for  the  dairy  industry.  Export 
activities  cannot  be  pursued  only  when  there  is  surplus.  They  must  become  part  of  an 
overall,  long-term,  industry  marketing  strategy. 

At  the  Alliance,  we  have  begun  looking  at  how  the  New  Zealand  Dairy  Board  functions.  In 
the  world  of  GATT,  this  is  considered  a  "clean"  program.  It  is  an  organization  independent 
of  government  supports  and  does  not  face  GATT  limitations.  Such  an  organization  would  not 
be  subject  to  restrictions  to  market  expansion  as  our  DEIP  task  force  effort  faced.  Our  point 
in  bringing  it  up  is  to  show  that  there  are  alternatives,  considering  milk  producers'  goals, 
that  should  be  fully  explored  before  a  major  change  in  the  direction  of  dairy  policy  is  made. 

Supply  prevention,  not  surplus  management  is  needed 

The  other  major  concern  we  have  with  HR  2664  is  that  its  intent  is  to  deal  with  surplus,  not 
prevent  it.  The  excess  purchases/targeted  assessment  provisions  will  not  prevent  the 
production  of  surplus,  they  only  penalize  it. 

These  penalties  will  not  cause  producers  to  suddenly  stop  milking  a  number  of  cows  to  adjust 
their  production  should  the  penalty  provisions  of  HR  2664  become  effective.  Producers  won't 
alter  their  milk  production  plans  based  on  the  possibility  that  there  may  be  a  penalty  of  some 
amount. 

Dairying  is  a  business  and  business  people  need  information  to  make  decisions  on  how  much 
milk  they  are  going  to  produce.  The  targeted  assessment  provision  of  HR  2664  provides  no 
information  for  a  producer  to  use  in  making  a  production  decision.  An  announced  estimated 
assessment  level  and  the  opportunity  to  avoid  those  assessments  by  not  increasing  production 
do. 
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I  will  not  take  the  committee's  time  to  repeat  the  other  concerns  with  HR  2664  which  we 
expressed  during  the  July  22  subcommittee  hearing.  However,  I  do  request  that  our  statement 
from  that  hearing  be  made  part  of  this  record  as  well. 

Some  immediate  action  is  needed,  however 

While  the  Alliance  does  not  support  HR  2664,  the  Alliance  strongly  believes  that  Congress 
should  take  action  —  relatively  minor  action  —  to  improve  the  existing  dairy  program. 

Dairymen  across  this  country  are  being  squeezed.  They  are  concerned  about  the  cost  of 
producing  milk  and  what  they  are  getting  for  their  milk.  They  are  also  concerned  about  the 
additional  assessments  they  may  face  in  1994. 

On  August  1,  the  USDA's  preliminary  surplus  forecast  for  1994  was  7.3  billion  pounds. 
That  is  above  the  cap  established  in  1990  and,  if  finalized  on  November  20,  will  result  in  an 
additional  assessment  of  1.5  to  2  cents  per  hundredweight  of  milk. 

We  urge  you  to  move  forward  two  minor  changes  to  the  dairy  provisions  of  the  1990  Farm 
Bill.  Perhaps  these  changes  could  be  part  of  the  rescissions  bill  Congress  may  deal  with  this 
fall. 

One  amendment  would  allow  milk  producers  to  contract  in  advance  not  to  increase  milk 
production  in  1994  and  1995  and,  therefore,  not  pay  assessments.  The  USDA  would  estimate 
an  assessment  level  taking  into  consideration  possible  refunds  and  milk  not  assessed  under 
this  program.  Producers  could  then  look  at  the  estimated  assessment  and  decide  whether  or 
not  to  contract.  Those  contracting  not  to  increase  production  would  be  required  to  keep  milk 
production  below  year  earlier  levels.  Failure  to  do  so  would  result  in  all  assessments  being 
due  including  interest. 

We  believe  this  program  would  be  positive  for  all  dairy  producers.  It  would  spare  those 
trying  to  recover  from  the  weather-induced  problems  of  1993.  And,  it  would  encourage 
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moderation  in  milk  production  by  giving  producers  information  they  can  use  to  make 
business  decisions.  This  would  benefit  all  dairy  farmers. 

The  other  amendment  would  be  to  make  the  "special"  assessment  for  an  estimated  surplus 
over  7  billion  pounds  also  refundable  as  the  basic  assessment  is  now.  Combined  with  our 
suggestion  above,  this  would  make  the  voluntary  supply  prevention  efforts  of  the  1990  Farm 
Bill  even  more  effective. 

We  would  also  urge  the  subcommittee  to  consider  requiring  the  USDA  to  increase  the  use  of 
dairy  foods  in  market-oriented  nutrition  programs  like  WIC  and  School  Lunch  in  dollar 
amounts  equal  to  the  dairy  assessments  paid  by  milk  producers.    Such  a  program  could  move 
an  additional  100  million  pounds  of  cheese  or  100  million  gallons  of  milk  through 
commercial  channels  to  hungry  children  and  also  give  dairymen  a  return  on  their 
assessments. 

The  idea  of  self-help  is  intriguing.  Developed  properly,  as  part  of  an  industry  long-term 
strategy,  it  could  open  some  exciting  opportunities.  However,  the  proposal  contained  in  HR 
2664  is  not  the  approach  that  will  allow  that  to  happen. 

Again,  thank  you  for  this  opportunity  and  I  will  answer  any  questions  you  may  have. 
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TESTIMONY  OF 

JAMES  C.  BARR 

CHIEF  EXECUTIVE  OFFICER 

NATIONAL  MILK  PRODUCERS  FEDERATION 

before  the 

SUBCOMMITTEE  ON  LIVESTOCK 

COMMITTEE  ON  AGRICULTURE 

U.S.  HOUSE  OF  REPRESENTATIVES 

regarding 

H.R.  2664 

THE  DAIRY  BUDGET  RECONCILIATION  AND 
SELF-HELP  INITIATIVE  ACT  OF  1993 

October  26,  1993 


Mr.  Chairman,  I  am  James  C.  Barr,  Chief  Executive  Officer  of  the  National  Milk 
Producers  Federation.  The  National  Milk  Producers  Federation  is  the  national  farm 
commodity  organization  which  represents  dairy  farmers  and  the  dairy  cooperative 
marketing  associations  they  own  and  operate  throughout  the  United  States. 

I  appreciate  this  opportunity  to  testify  before  the  Subcommittee  about  H.R.  2664, 
The  Milk  Producers  Self-Help  Program.  As  I  testified  before  you  last  July,  the  National 
Milk  Producers  Federation  is  deeply  appreciative  of  both  you  and  Mr.  Gunderson  for 
introducing  this  bill,  which  provides  a  market-oriented,  self-help  dairy  program  that  will 
enable  the  U.S.  dairy  industry  to  move  into  the  future  we  all  recognize  faces  our  industry. 

Last  July,  I  testified  about  the  development  of  the  self-help  program  by  the  industry 
and  described  the  program  in  some  detail.  I  have  incorporated  a  copy  of  that  testimony 
into  my  testimony  today.  I  wish  to  concentrate  on  how  we  see  the  self-help  program 
operating  and  the  economic  impact  it  would  have. 

H.R.  2664  would  establish  various  mechanisms  to  stabilize  domestic  milk  markets 
and  improve  U.S.  dairy  producer  income.  These  include  mechanisms  to  assist  the  export 
of  U.S.  dairy  products  through  the  use  of  funds  collected  through  reductions  in  revenues 
available  to  pay  producers  through  federal  and  state  milk  order  pools.  These  funds  would 


The  National  Milk  Produced  Federation  is  a  farm  commodity  organization  marketing  of  milk  NMPF's  contribution  to  this  policy  is  aimed  at  improving  the 

representing  most  of  the  dairy  marketing  cooperatives  serving  this  nation  NMPF  economic  well-being  of  dairy  farmers,  thus  assuring  this  nation's  consumers  an 

members  market  a  majority  ol  the  milk  produced  in  the  IS.  making  the  Federation  adequate  supply  of  pure,  wholesome  milk  and  dairy  products, 
an  effective  voice  on  national  issues  for  dairy  cooperatives  and  their  dairy  farmer  The  policies  of  Uie  Federation  ate  determined  by  its  members  from  across  the  nation 
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be  used  to  facilitate  U.S.  dairy  exports  both  directly,  through  payment  of  bonuses  to 
exporters  or  direct  acquisition  and  resale  by  a  Dairy  Stabilization  Board,  and  indirectiy, 
by  funding  dairy  export  development  projects.  Both  of  these  activities  would  give  U.S. 
dairy  farmers  critical  tools  to  stabilize  domestic  prices  and  develop  important  overseas 
markets  for  U.S.  dairy  products  in  an  era  when  federal  support  to  agriculture  in  general, 
and  to  dairy  in  particular,  will  continue  to  erode  and  the  international  market  represents 
the  most  viable  alternative  for  market  expansion  by  the  U.S.  dairy  industry. 

The  self-help  program  would  benefit  dairy  farmers  by  creating  a  organization 
dedicated  to  achieving  price  stabilization  through  export  market  development.  This 
organization  would  be  responsive  to  the  long-term  needs  of  the  industry,  whereas  the 
current  dairy  program,  including  the  Dairy  Export  Incentive  Program,  and  the  various 
export  market  development  programs  are  clearly  on  a  long-term  path  of  being  phased  out. 

Through  the  operation  of  the  dairy  farmer-funded  self-help  program,  export  sales 
of  U.S.  dairy  products  will  steadily  increase  above  the  level  they  would  otherwise  have 
been.  By  the  time  the  program  has  moved  beyond  its  start-up  phase  and  its  export  market 
development  component  has  come  into  play,  we  estimate  that  an  additional  2  billion 
pounds,  milk  equivalent  of  total  solids,  of  U.S.  dairy  products  will  move  into  the 
commercial  export  market  on  a  sustainable  basis.  Without  the  program,  supply-demand 
balance  would  be  achieved  in  the  domestic  market  through  lower  prices  and  contraction 
of  milk  production,  much  of  it  accomplished  through  greater  exit  of  dairy  farmers  from 
the  industry. 


Impact  on  Producer  Prices  and  Income 

We  estimate  conservatively  that,  by  achieving  a  sustainable  expansion  of 
commercial  use  of  U.S. -produced  milk,  the  self-help  program  would  increase  farm  prices 
of  milk  by  about  $.40  per  hundredweight,  compared  with  what  they  would  otherwise  have 
been,  and  that  this  price  increase  will  also  be  on  a  sustainable  basis.  As  a  result  of 

these  changes,  U.S.  dairy  farm  income  will  be  increased  by  about  $830  million  per  year. 

To  understand  why  a  relatively  small  change  in  product  sales  would  affect  dairy 
farm  income  in  this  fashion,  consider  the  following  simple  statistics  relating  the  level  of 
surplus  in  the  domestic  dairy  industry  and  average  milk  prices: 
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Calendar 

Net  Removals  of  Dairy 

Average  Annual 

Year 

Products  bv  the  CCC 

All-Milk  Price 

(bil.  lb.,  milk  equiv.) 

(dollars  per  cwt.) 

1992 

5.5 

$13.15 

1991 

6.6 

$12.27 

1990 

4.5 

$13.74 

1989 

4.0 

$13.56 

1988 

6.9 

$12.26 

These  statistics  clearly  show  the  difference  a  small  amount  of  domestic  surplus  milk 
can  have  on  milk  prices  received  by  dairy  farmers. 


Impact  on  Jobs  and  the  Economy 

Because  the  self-help  program  would  lead  to  sustainable  export  development,  it 
would  have  a  positive  economic  impact  on  the  U.S.  dairy  industry  as  a  whole,  creating 
jobs  and  contributing  positively  to  rural  economic  development. 

In  a  recent  report  entitled  Meat,  Poultry  and  Dairy  Product  Exports:  A  Silent 
Revolution,  the  economic  analysis  firm  of  Abel,  Daft  &  Early  compiled  several  statistics 
from  various  government  sources  on  the  levels  of  employment  generated  by  the  U.S.  dairy 
industry.  Based  on  data  from  USDA's  most  recent  Farm  Costs  and  Returns  Survey,  there 
were  about  466,800  annual,  full-time  equivalent  jobs  on  all  U.S.  dairy  farms.  Based  on 
the  most  recent  Census  of  Manufactures  conducted  by  the  Bureau  of  the  Census,  updated 
on  the  basis  of  estimates  by  the  Bureau  of  Labor  Statistics,  there  were  83,310  jobs  in  the 
dairy  product  manufacturing  sector  for  butter,  cheese,  dry  milks,  condensed  milk, 
evaporated  milk,  ice  cream  and  other  frozen  dairy  products.  These  are  the  dairy  products 
most  likely  to  be  affected  by  export  expansion.  Finally,  based  on  a  recent,  widely  quoted 
study  from  Ohio  State  University,  for  every  $1  million  in  dairy  product  output,  about  48 
jobs  are  created  somewhere  in  the  U.S.  economy. 

Based  on  these  statistics,  we  estimate  that  the  self-help  program  will  create  as  many 
as  12,470  jobs  overall,  of  which  about  6,275  will  be  annual,  full-time  equivalent  on-farm 
jobs  and  about  1,775  will  be  jobs  in  dairy  product  processing. 

Since  USDA  and  Bureau'  of  the  Census  reports  indicate  that  the  average  farm 
worker  devoted  about  one-third  of  a  year,  rather  than  a  full  year,  to  farming  activities,  our 
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estimate  of  the  number  of  full-time  equivalent  on-farm  jobs  translates  into  about  18,800 
additional  individual  persons  who  would  receive  employment  on  dairy  farms  as  a  result 
of  the  self-help  program.  Since  these  jobs,  as  well  as  many  of  the  additional  jobs  we 
estimate  the  self-help  program  would  create  in  processing,  farm  supply,  feed  production, 
and  other  activities  would  be  located  in  rural  areas  of  the  United  States,  it  is  clear  that  this 
program  would  have  a  major  impact  on  rural  development  in  this  country. 

It  is  difficult  to  break  out  these  impacts  for  individual  states  and  regions  of  the 
country.  However,  if  it  is  assumed  that  the  impact  of  the  self-help  program  on  the 
economy  of  an  individual  state  would  be  proportionate  to  the  amount  of  milk  produced 
in  each  state,  as  far  as  impacts  related  to  milk  prices  were  concerned,  and  proportionate 
to  the  manufacturing  dairy  industry  in  each  state,  as  far  as  impacts  relating  to  market 
expansion  were  concerned,  we  obtain  the  following  rough  estimates  for  several  key  dairy 
states,  using  data  for  1992: 

Wisconsin: 

The  self-help  program  would  increase  dairy  farmer  income  in  the  state  by  about 
$145  million  per  year  and  create  up  to  2,655  additional  jobs  in  the  state,  of  which  about 
1,335  would  be  full-time  equivalent  on-farm  jobs  and  about  380  would  be  jobs  in  dairy 
product  processing. 

California: 

The  self-help  program  would  increase  dairy  farmer  income  in  the  state  by  about 
$125  million  per  year  and  create  up  to  1,850  additional  jobs  in  the  state,  of  which  about 
930  would  be  full-time  equivalent  on-farm  jobs  and  about  265  would  be  jobs  in  dairy 
product  processing. 

New  York: 

The  self-help  program  would  increase  dairy  farmer  income  in  the  state  by  about 
$60  million  per  year  and  create  up  to  900  additional  jobs  in  the  state,  of  which  about  455 
would  be  full-time  equivalent  on-farm  jobs  and  about  130  would  be  jobs  in  dairy  product 
processing. 

Minnesota: 

The  self-help  program  would  increase  dairy  farmer  income  in  the  state  by  about 
$60  million  per  year  and  create  up  to  1,070  additional  jobs  in  the  state,  of  which  about 
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540  would  be  full-time  equivalent  on-farm  jobs  and  about  150  would  be  jobs  in  dairy 
product  processing. 

Missouri: 

The  self-help  program  would  increase  dairy  farmer  income  in  the  state  by  about 
$15  million  per  year  and  create  up  to  175  additional  jobs  in  the  state,  of  which  about  90 
would  be  full-time  equivalent  on-farm  jobs  and  about  25  would  be  jobs  in  dairy  product 
processing. 

Vermont: 

The  self-help  program  would  increase  dairy  fanner  income  in  the  state  by  about 
$15  million  per  year  and  create  up  to  165  additional  jobs  in  the  state,  of  which  about  85 
would  be  full-time  equivalent  on-farm  jobs  and  about  25  would  be  jobs  in  dairy  product 
processing. 


Impact  on  Consumers 

Before  anyone  would  try  to  assess  the  impact  on  consumer  prices  of  a  program  that 
operates  primarily  at  the  farm  and  wholesale  market  level,  a  thorough  review  should  be 
made  of  the  relationship  between  farm  prices  for  milk  and  retail  prices  for  dairy  products. 
The  attached  chart  shows  these  relationships  in  a  simple  graphic.  The  chart  shows  the 
monthly  Consumer  Price  Index  for  all  dairy  products  (the  CPI-Dairy),  an  index  value  of 
the  monthly  average  price  received  by  U.S.  dairy  farmers  for  all  milk  sold  to  plants  (the 
"All-Milk  Price"),  and  an  index  value  of  the  price  support  level  between  1988  and  1993. 

The  chart  clearly  shows  that  consumer  prices  react  to  rapid  increases  or  ten  percent 
or  more  in  the  farm  price  of  milk.  But  it  also  shows  that  consumer  prices  are  not 
particularly  sensitive  to  rapid  reductions  in  farm  milk  prices  or  to  farm  milk  price 
fluctuations  of  less  than  five  percent. 

For  example,  farm  milk  prices  dropped  in  during  the  first  part  of  1988,  1989,  1992 
and  1993,  but  consumer  prices  of  milk  and  dairy  products  were  basically  steady  during 
these  periods.  Consumer  prices  dropped  somewhat  more  noticeably  during  the  first  part 
of  1990  and  1991,  but  these  were  periods  during  which  farm  milk  prices  underwent  very 
significant  collapses.  Furthermore,  each  annual  cycle  of  farm  milk  price  movements 
seems  to  ratchet  consumer  prices  up  to  steadily  higher  average  levels  while  farm  prices 
gyrate  around  a  steady  or  declining  average  level. 
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By  our  analysis,  the  self-help  program  will  reduce  the  annual  fluctuations  of  farm 
milk  prices  and  increase  them  on  average  by  a  modest  amount.  In  light  of  the  discussion 
above,  we  cannot  conclude  that  the  self-help  program  will  have  any  impact  on  consumer 
prices  for  milk  and  dairy  products  one  way  or  the  other. 

Mr.  Chairman,  the  nation's  dairy  farmers  continue  to  be  convinced  that  the  self-help 
approach  is  the  correct  direction  for  our  industry.  Thank  you  for  introducing  H.R.  2664 
and  for  giving  me  this  opportunity  to  express  our  support  for  it  before  the  Subcommittee. 
I  will  be  happy  to  respond  to  any  questions. 

(Attachments  follow:) 
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FARMERS  UNION 

Milk  Marketing  Cooperative 


Statement  of 

Stewart  G.  Huber,  President 

Farmers  Union  Milk  Marketing  Cooperative 

before  the 
U.S.  House  Subcommittee  on  Livestock 

Regarding 

H.R.  2664,  the  Dairy  Budget  Reconciliation 

and  Self  Help  Initiative  Act  of  1993 

Washington,  D.C 
October  21, 1993 

Mr.  Chairmar  and  members  of  the  Subcommittee.  I  am  Stewart  G.  Huber,  president  of 
the  Fanners  Union  Milk  Marketing  Cooperative.  I  own  and  operate  a  dairy  farm  in 
Waupaca  Cointy,  Wisconsin  with  members  of  my  family.  On  behalf  of  our  members  in 
eight  Midwest  states,  we  thank  you  for  holding  this  hearing  and  allowing  us  to  testify 
here  today. 

I  want  to  say  at  the  outset,  Mr  Chairman,  that  we  applaud  youi  search  for  a  solution  to 
the  chronic  dairy  supply-demand  problem.  Your  efforts  to  improve  dairy  farm  income 
are  much  appreciated,  and  we  look  forward  to  working  with  you. 

Delegates  at  our  annual  member  meeting  last  February  in  Madison,  Wisconsin  adopted 
the  following  language  in  our  1993  policy  statement: 

We  urge  Congress  to  develop  a  comprehensive  new  dairy  program.  An 
effective,  long-term  dairy  supply  management  program  or  disposal 
program  is  urgently  needed  to  improve  family  farm  income  and  stabilize 
dairy  markets.  The  new  program  should  be  designed  to  allow  producers  to 
earn  their  costs  of  production,  plus  a  reasonable  profit,  from  the 
marketplace.  It  should  be  one  that  can  bring  new  farmers  into  dairying, 
balance  milk  supply  and  demand,  reduce  government  costs,  and  be  signed 
into  law.  And,  it  should  provide  for  the  needs  of  low-income  consumers  of 
dairy  products  without  reducing  farm  income.  Dairy  producers  should  not 
be  assessed  for  the.  costs  of  the  Women,  Infants  and  Children  (WIC) 
program,  red  meat  purchases  and  other  non-dairy  costs. 

As  you  can  see,  we  are  willing  to  consider  a  disposal  program  if  it  achieves  certain  goals. 
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We  welcome  today's  hearing,  because  there  hasn't  been  enough  public  debate  on  the 
merits  of  this  proposal.  We  have,  however,  had  a  chance  to  consider  it  within  our 
organization.  Grassroots  debate  at  FUMMC  local  and  district  meetings  now  underway 
has  raised  many  pointed  questions  and  concerns  about  this  particular  self  help  plan.  Our 
10,900  dairy  farm  families  want  to  know  how  this  program,  with  its  lack  of  specific  price 
goals,  new  assessments,  bloc  voting  and  other  controversial  features  will  help  them 
recover  from  today's  disastrously  low  milk  prices 

We  have  reviewed  the  economic  analysis  of  H.R.  2664  released  October  21  by  the  U.S. 
Department  of  Agriculture.  The  study,  which  covers  fiscal  years  1994-98,  states  that 
"this  bill  would  increase  the  average  annual  all  milk  price  over  the  study  period  by  less 
than  $0.01  pei  hundredweight...  Farm  cash  receipts  from  milk  marketings,  after 
assessments,  i>  projected  to  be  $120  million  lower  during  the  5-year  period"  The  study 
further  suggests  that  the  program  would  have  to  raise  export  subsidies  by  15  percent  to 
increase  subsidized  dairy  exports  by  10  percent  or  less,  with  the  European  Community 
meeting  any  increase.  "Therefore,  the  U.S.  portion  of  the  international  market  would  not 
increase,  but  the  international  market  would  be  slightly  expanded  by  a  depression  of 
international  prices,"  the  study  said.  If  the  USDA  analysis  is  correct,  it  would  appear  that 
this  is  not  the  kind  of  bold,  dynamic  approach  that  producers  need  at  this  time. 

I  want  to  share  with  you  some  of  the  mtny  questions  our  members  have  raised  so  far. 

Producers  wonder  why  they  should  pay  additional  assessments  for  a  program  that  lacks 
stated  price  enhancement  goals.  At  what  price  level  above  support  will  the  program 
intervene?  A  ,|oal  of  leveling  'price  volatility'  is  just  not  good  enough. 

Our  members  tell  us  they  will  accept  new  assessments  only  if  the  return  is  clearly 
worthwhile.  Why  are  some  of  the  asssssments  being  hidden  in  federal  order  pool 
deductions?  Wouldn't  it  be  better  to  be  up-front  with  the  real  costs  of  the  program?  And 
why  should  farmers  be  asked  to  pay  for  questionable  maxketwide  service  payments  to 
subsidize  co-op  inefficiency?" 

Is  it  really  necessary  to  use  bloc  voting  to  elect  the  Dairy  Stabilization  Board  which  will 
run  this  program?  While  bloc  voting  is  essential  in  the  administration  of  federal  milk 
marketing  orders,  its  use  in  the  recen:  National  Dairy  Board  referendum  has  generated  a 
firestorm  of  protest  among  producers.  If  a  board  is  necessary,  why  not  provide  for  direct, 
democratic  elections?  Why  risk  undermining  producer  confidence  in  the  self  help  board 
and  jeopardizing  the  legitimate  use  of  tloc  voting  in  federal  orders? 

Who  is  really  in  charge  of  dairy  price  s:abihzation,  the  board  or  the  Secretary  of 
Agriculture?  How  do  the  inevitable  disputes  between  the  board  and  the  Secretary  get 
resolved?  Who  gets  the  blame  if  things  go  wrong''  Where  does  the  buck  stop? 

Dairy  farmer;  have  questions  about  the  proposal's  intent  to  subsidize  the  sale  of  excess 
U.S.  dairy  products  on  the  world  market  to  maintain  domestic  market  prices. 
Governments  disagree  on  whether  self  help  is  even  GATT  legal.  The  deadline  for 
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concluding  the  Uruguay  Round  is  December  15, 1993.  It  may  be  premature  to  consider 
this  option  unU  then,  when  we  know  how  the  outcome  of  the  GATT  talks  will  affect  our 
options.  Does  it  make  sense  to  assess  ourselves  to  shrink  our  domestic  supply  only  to 
make  room  for  more  imports?  And  if  there  is  no  new  GATT  agreement,  doesn't  it  make 
more  sense  tc  offer  incentives  to  limit  production  instead  of  the  economic  penalties 
proposed  in  this  plan? 

Program  rules  would  encourage  a  "race  for  base"  among  producers  during  the  months 
immediately  preceding  years  when  projected  government  purchases  exceed  the  seven 
billion  pound  trigger  for  penalty  assessments  on  overbase  production.  Doesn't  this  send 
the  wrong  signals  at  the  wrong  time,  to  expand  production  when  it's  in  the  national 
interest  to  shrink  the  supply?  And  won't  this  lock  in  recent  production  trends,  which  have 
seen  Wisconsin  drop  7  percent  in  Sep-.ember  due  to  flooding,  while  California,  Texas  and 
New  Mexico  continue  to  enjoy  healthy  gains'' 

In  conclusion.  Mr.  Chairman,  our  members  have  many  questions  and  concerns  with  the 
self  help  proposal.  Despite  those  questions,  we  are  committed  to  working  with  you  and 
other  concerned  members  of  Congress  to  develop  a  workable  dairy  inventory  control 
program  that  restores  profitability  to  family  farms  and  has  the  full  confidence  of 
producers. 

Thank  you  for  this  opportunity  to  testify 
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National  Family  Farm  Coalition 
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TESTIMONY  OF  RONALD  MORRISSETTE,  CHAIR,  DAIRY  COMMITTEE 

NATIONAL  FAMILY  FARM  COALITION 

BEFORE  THE  HOUSE  AGRICULTURE  COMMITTEE, 

SUBCOMMITTEE  ON  LIVESTOCK:  OCTOBER  6,  1993 

Good  Afternoon  Mr.  Chairman  and  members  of  the  Subcommittee. 
Thank  you  for  the  opportunity  to  participate  in  this  hearing  on 
the  Self -Help  plan.   My  name  is  Ronald  Morrisette  and  I  am  the 
Chairman  of  the  Dairy  Committee  of  the  National  Family  Farm 
Coalition  (NFFC).   The  NFFC  represents  39  rural  advocacy  and 
family  farm  organizations  in  30  states.  I  operate  a  100  cow  dairy 
farm  in  Randolph,  Vermont  with  my  son  and  his  wife. 

The  NFFC  firmly  opposes  the  Self-Help  program  introduced  as 
(H.R.  2664)  and  actively  promoted  by  the  National  Milk  Producers 
Federation  (NMPF) .   We  urge  this  Subcommittee  to  keep  the  process 
open  to  other  options.   We  believe  any  changes  in  the  dairy 
program  should  only  be  made  after  the  needs  of  the  nutrition 
programs  are  reviewed  and  taken  into  consideration.   We  are 
concerned  that  this  program  as  it  is  currently  written  would  be 
controlled  by  some  of  the  same  people  that  have  been  recently 
prosecuted  by  the  federal  government  for  bid  rigging  in  the 
school  lunch  program. 

The  first  and  most  important  reason  that  we  oppose  the  Self- 
Help  plan  is  that  it  fails  to  provide  a  method  of  controlling  the 
supply  of  milk  in  the  marketplace  so  that  the  dairy  farmers  of 
this  country  receive  a  fair  return  on  their  investment  and  hard 
labor.   According  to  the  USDA,  the  average  cost  of  producing  milk 
in  the  U.S.  is  over  $14.00/cwt.   The  Self-Help  plan  would  do 
little  more  than  stabilize  prices  at  the  current  low  level.   We 
have  and  continue  to  support  an  effective  two-tier  supply 
management  program  that  sets  the  first  tier  price  at  a  level  that 
covers  a  farmers'  true  cost  of  production. 

The  proposed  Self-Help  plan  raises  even  further  concerns 
with  the  Class  IIIA  pricing  that  is  currently  being  considered 
for  implementation  in  all  the  Federal  Orders.  They  both  work  for 
the  Co-op/processor  units,  not  the  farmer.  It  would  allow  them  to 
turn  their  extra  product  into  powder  or  other  products  and  dump 
them  on  the  world  market  at  the  expense  of  the  U.S.  dairy 
farmers.  At  the  same  time,  it  would  do  nothing  to  raise  the 
incomes  of  the  dairy  farmer  to  a  profitable  level.   Our  view  of 
the  net  effect  of  this  proposal  was  reinforced  by  USDA's  recent 
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analysis  of  H.R.  2664  which  projected  a  one  penny  increase  in  the 
dairy  farmer  milk  price  over  the  four  years  while  costing  dairy 
farmers  $120  million  in  the  form  of  assessments.   The  Self-help 
proposal  and  NAFTA  fit  together  very  well,  both  were  developed 
without  input  from  the  people  they  will  have  the  most  impact  on: 
farmers  and  working  people. 

We  oppose  the  Self -Help  plan  because  it  would  create  a  new 
Dairy  Board  that  is  not  elected  in  a  democratic  manner  by  farmers 
whose  incomes  will  be  directly  affected  by  their  actions,  but 
instead  allows  the  co-ops  to  block  vote  for  the  board  members. 
It  also  limits  the  board  to  people  who  have  served  in  leadership 
positions  of  a  dairy  marketing  cooperative  or  other  dairy 
industry  organizations,  thereby  preventing  other  individuals  who 
may  be  just  as  qualified  from  serving  on  the  board. 

We  also  oppose  the  provision  which  would  allow  the  Self-Help 
board  to  pull  money  from  the  federal  milk  order  pools  before  the 
farmers  are  paid  for  their  milk.   We  believe  this  provision  would 
reduce  the  accountability  of  the  board  and  is  a  dangerous 
precedent.   This  provision  would  allow  the  co-ops  to  force  all 
the  farmers  to  pay  for  losses  the  co-op/processor  incurred  in 
disposing  of  excess  product  and  invites  abuses  of  the  system. 

We  also  believe  that  the  exporting  provisions  of  the  Self- 
Help  proposal  could  actually  increase  the  amount  the  government 
spends  on  the  Dairy  Export  Incentive  Program  (DEIP)  which  raises 
concerns  about  the  budgetary  impacts  of  the  Self-Help  plan.  We 
question  the  legality  of  the  Self-Help  export  program  under  the 
GATT  or  under  NAFTA  if  they  are  approved. 

We  urge  this  Subcommittee  to  consider  the  broad  range  of 
options  necessary  to  improve  our  nation's  dairy  policy.    We  urge 
you  to  work  with  the  grassroots  producers  to  put  in  place  a  two 
tier  supply  management  program  that  will  enable  the  dairy  farmers 
to  receive  a  fair  price  for  their  milk  and  give  the  consumers  and 
the  processors  an  ample  supply  of  milk  and  dairy  products.   The 
current  system  does  not  work  for  anyone  except  the  large 
processors . 

The  NFFC  stands  ready  to  work  with  the  rest  of  the  dairy 
industry  to  help  put  together  a  proposal  that  will  work  for 
everyone  involved.   The  current  system  is  destroying  family  dairy 
farmers  and  is  against  the  best  interests  of  everyone.   Adopting 
H.R.  2664  is  clearly  not  the  answer.   Thank  you  Mr.  Chairman  and 
members  of  the  Subcommittee  for  holding  this  hearing.   Time  is 
running  short  for  many  of  our  dairy  farmers. 
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The  testimony  being  presented  by  Mr.  Tewksbury  is  endorsed  by  the 

following  organizations: 


NATIONAL  WIFE  ORGANIZATION 

Mrs.  Joy  Spicher,  President  Hingham,  Mont. 


NATIONAL  DAIRY  CAMPAIGN 
Dairy  farmers  in  twenty  states 
participated  in  the  campaign 


NEW  YORK  STATE  GRANGE 
Bert  Morris  -  legislative  chairman 


NEW  YORK  STATE  MILK  PRODUCERS  ASSOCIATION 
Richard  Steixner,  Manager 


NORTH  PENN  MILK  COOP 
Troy,  Pa.   Roy  Watson,  Manager 


SCENIC  MOUNTAIN  MILK  CO-OP. 
Forksville,  Pa.   Laverne  McCarty,  Manager 


NORTHERN  TIER  MILK  CO-OP. 
Laceyville,  Pa.   Dennis  Boyanowski,  President 
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Chairman  Volkmer,  Members  of  the  Sub-Committee,  my  name  is 
Arden  Tewksbury.  I  own  and  have  operated  a  dairy  farm  in  Meshoppen 
Township,  Wyoming  County,  in  the  state  of  Pennsylvania  since  1957. 

In  addition  to  operating  my  dairy  farm,  I  am  the  Manager  of 
the  Progressive  Agriculture  Organization  (Pro  Ag)  as  well  as  being 
associated  with  the  Northern  Tier  Milk  Cooperative. 

The  membership  of  the  two  organizations  come  from  the  states 
of  Pennsylvania,  New  York,  and  New  Jersey. 

I  also  serve  on  the  Board  of  Directors  of  the  Regional 
Cooperative  Marketing  Agency  (R.C.M.A.)  located  in  Syracuse,  New 
York. 

In  the  past  I  have  served  on  the  dairy  committees  of  the 
Pennsylvania  State  Grange  and  the  Pennsylvania  Farmer's  Union. 
From  1971  through  June  of  1980  I  served  on  the  Board  of  Directors 
of  Eastern  Milk  Producers  Co-op,  Syracuse,  New  York.  For  two  years 
I  was  Vice  President  of  the  Co-op  and  for  five  years  I  served  as 
the  President. 

During  the  late  1970 's  thousands  of  dairy  farmers  lost  a 
market  for  their  milk  in  the  Northeast.  In  addition  several 
proprietary  milk  companies  went  into  some  form  of  bankruptcies. 
Also  large  volumes  of  milk  that  was  being  purchased  by  proprietary 
handlers  was  turned  back  into  the  hands  of  unprepared  dairy  co- 
operatives . 

It  was  during  this  time  that  Eastern  Milk  entered  into  a  long 
term  agreement  with  Leprino  Foods  of  Denver,  Colorado.  Leprino  is 
one  of  the  world's  largest  manufacturers  of  Mozzarella  Cheese. 

The  agreement  called  for  two  antiquated  manufacturing  plants 
in  New  York  and  Pennsylvania  to  be  completely  renovated  and  use 
approximately  7%  of  the  milk  marketed  in  federal  order  #2. 
Needless  to  say  this  joint  venture  has  played  a  major  roll  in 
stabilizing  milk  markets  for  dairy  farmers  during  the  last  13 
years . 

As  I  left  the  Board  in  1980  I  informed  them,  that  as  they 
completed  the  venture,  marketing  conditions  would  dramatically 
improve,  but  they  should  never  lose  sight  of  the  need  of  changing 
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milk  pricing  formulas  to  ensure  dairy  farmers  of  an  adequate  price. 

We  are  here  today  to  debate  the  Self-Help  Proposal  that  has 
been  endorsed  by  the  National  Milk  Producers  Federation. 

We  are  here  today  because  in  the  Spring  of  1981  the  United 
States  Congress  suspended  the  semi-adjustment  of  the  support  price 
on  manufactured  milk. 

We  are  here  today  because  Congress  has  lowered  the  support 
price  on  manufactured  milk  from  a  high  of  $13.10  per  cwt.  in  the 
early  1980's,  down  to  the  present  level  of  $10.10  per  cwt. 

But,  mainly  we  are  here  today  because  all  segments  of  the 
dairy  industry  and  Congress  have  not  set  down  and  developed  a  new 
pricing  formula  that  reflects  the  cost  of  producing  milk  on  the 
dairy  farms  across  the  United  States. 

Before  true  parity  pricing  was  suspended  we  had  a  healthy 
economic  climate  on  our  dairy  farms.  Rural  America  was  thriving  as 
a  result  of  this  climate.  Average  size  Ag-ri  Businesses  had  a  real 
chance  to  survive.  Now,  nearly  all  of  this  is  being  lost  because 
of  inadequate-prices  being  paid  to  our  agriculture  producers.  The 
organizations  I  represent  feel  there  is  still  time  to  correct  the 
inadequate  unstable  prices  to  our  dairy  farmers. 

However,  we  strongly  feel  the  so  called  Self-Help  Proposal  is 
not  the  correct  way. 

Since  1983  dairy  farmers  have  paid  large  assessments  for  the 
dairy  provisions  of  the  omnibus  Farm  Bill,  assessments  for  the 
voluntary  diversion  programs,  assessments  for  the  whole  herd  buy- 
out program,  assessments  for  the  Gram-Rudman  Reduction  Act  and 
assessments  for  the  Budget  Reduction  Act. 

The  reward  to  dairy  farms  for  all  of  these  assessments  is  to 
receive  a  pay  price  in  federal  order  #2  (N.Y.,  N.J.  Market)  during 
the  month  of  September  1993  of  $12.47  per  cwt.  as  compared  to  the 
September  price  of  $12.51  per  cwt.  in  1979.  This  is  a  pay  price  of 
4  cents  per  cwt.  less  then  14  years  ago.   I  repeat  14  years  ago. 

And  now  we  are  being  asked  to  consider  another  assessment 
program  that  is  neither  designed  or  intended  to  correct  the 
inadequate  prices  to  dairy  farmers. 
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We  oppose  the  Self -Help  Program  because  of  the  following 
reasons : 

1.  There  isn't  any  new  pricing  formula  in  the  proposed 

legislation  that  reflects  the  cost  of  producing  milk. 
The  present  M  and  W  price  that  establishes  milk  prices 
has  no  reflection  on  the  cost  of  producing  milk.  In 
addition  less  than  2%  of  all  milk  produced  in  the  United 
States  is  involved  in  the  M  and  W.  Survey. 

2.  The  20  cent  assessment  contained  in  the  bill,  whether 

it  be  an  assessment  or  a  reduction  in  pay  price  is  an 
assurance  the  average  dairy  farmer  will  receive  nearly 
$2,000  less  in  needed  income. 

3.  The  proposed  legislation  allows  the  proposed  dairy 

Board  to  assess  additional  money  on  dairy  farmers,  if 
needed. 

4.  The  support  price  on  manufactured  milk  is  almost 
certain  to  remain  at  $10.10  per  cwt.  for  five  years. 

5.  There  is  no  assurance  of  export  markets  opening  up 

that  calls  for  additional  manufactured  dairy  products 
from  the  United  States. 

6 .  Various  reports  indicate  the  proponents  of  the 
proposed  legislation  indicate  a  net  price  increase  to 
dairy  farmers  of  between  25  and  50  cents  per  cwt.  This 
is,  providing  everything  works  correctly.  This  is 
totally  inadequate,  if  federal  order  #2  blend  price  was 
increased  by  the  full  50  cents,  than  the  recent  August 
pay  price  would  have  been  $12.83  per  cwt.  Tremendous ! 

The  August  blend  price  in  August  of  1980  was  $13.36  per 
cwt.  The  pay  price  for  August  1993  (with  the  50  cents 
added)  would  be  53  cents  per  cwt.  less  than  13  years  ago. 

7.  A  greater  emphasis  should  be  placed  on  intensifying 

present  nutritional  programs  in  the  United  States  before 
we  sell  cheap  milk  products  to  other  countries. 

8.  We  are  fearful  of  a  possible  tie-in  between  the 
philosophy  of  Self-Help  and  present  trade  agreements 
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being  considered  by  Congress.  (The  Canadian  Parliament 
excluded  dairy  from  their  version  of  the  NAFTA  Agreement. 
9.  A.  Self-Help  is  allegedly  geared  to  purchase 
surplus  dairy  products  within  the  United  States,  than 
export  the  products,  which  allegedly  will  place  pressure 
on  the  domestic  manufactured  milk  market,  consequently 
this  is  supposed  to  raise  prices  to  dairy  farmers. 

B.  On  October  8,  1993,  the  U.S.D.A.  listed  the 
following  inventory  of  uncommitted  manufactured  dairy 
products:   #1.   249  million  lbs.  of  butter 

#2.   15  million  lbs.  of  non-fat  dry  milk 
#3.   0  lbs.  of  cheese 

C.  If  Self-Help  was  in  place  today,  where  would  you  buy 
the  products  to  put  pressure  on  the  market  price  to  raise 
dairy  farmers  pay  price?  Are  you  going  to  short  the 
domestic  market? 

D.  Some  would  argue  the  DEIP  program  is  already  doing 
the  job  in  exporting  dairy  products.  However  U.S.D.A. 
figures  indicate  that  during  the  first  9  months  of  1993 
approximately,  only  500  million  lbs.  of  milk  equivalent 
has  been  exported  through  the  DEIP  program.  This 
indicates  a  tight  market--where  is  the  price  increase  to 
our  dairy  farmers? 

10.  We  strongly  object  to  section  9  of  the  proposed  act 

(pages  60-61)  that  would  allow  the  market  administrators 
in  the  federal  orders  to  reduce  the  pay  price  to  dairy 
farmers  and  use  the  funds  to  compensate  milk  handlers  for 
costs  of  bringing  milk  into  their  plant  or  shipping  milk 
out  of  their  plant.  I  can  envision  that  in  the  Spring 
months  milk  could  be  shipped  to  the  upper  Mid-West  and 
adversely  affect  the  M  and  W  price.  This  could  mean  a 
lower  price  to  dairy  farmers  for  the  shipping  cost  as 
well  as  a  lower  M  and  W  price. 

11.  Approximately  25%  of  the  corn  raised  in  the  United 
States  is  exported.  Yet,  the  market  price  on  a  bushel  of 
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corn  hovers  around  the  $2.20  per  bushel  level. 

We  feel  the  above  reasons  are  sufficient  enough  for  us  to 
recommend  to  this  Sub-Committee  that  the  Self-Help  Program  goes  no 
further  than  this  hearing  room. 

Mr.  Chairman,  at  this  time  I  would  like  to  introduce  some 
exhibits  to  your  committee,  we  hear  that  milk  prices  can  not  be 
raised  to  dairy  farmers  because  of  resistance  in  the  market  place. 

1.  I  have  here  three  different  pounds  of  butter 
purchased  in  northeastern  Pennsylvania.  All  three  pounds 
are  Double  AA  U.S.D.A.  Graded  Butter.  A  &  P  butter  cost 
99  cents  per  lb.  and  Shurfine  butter  $1.49  per  lb.  and 
Land-o-Lakes  $2.49  per  lb.  How  can  there  be  such  a 
difference  in  prices,  at  a  time  when  producer  prices  are 
so  low. 

2.  I  have  here  1  1/2  lb.  package  of  cheese  purchased  in  an 
A&P  store  the  cost  was  $5.89.  This  is  almost  $4.00  per 
pound.  The  dairy  farmers  share  of  this  price  might  be 
$1.20  per  pound.  And  we  are  told  that  we  can't  improve 
dairy  prices. 

Please  look  at  the  third  page  of  the  price  announcements  from 
the  Pennsylvania  Marketing  Board.  This  is  a  sign  posted  throughout 
Pennsylvania  which  says  WIC  customers  can  no  longer  purchase  Deli 
Cheese.  This  means  the  customers  will  have  to  purchase  more 
expensive  packaged  cheese.   What's  the  reason  for  this? 

On  the  first  page  of  this  price  announcements  sheet  from  the 
Pennsylvania  marketing  Board,  please  note  that  in  February  1990  the 
minimum  price  in  Northeaster  Pennsylvania  (Area  3)  was  $2.61  per 
gal.  on  the  second  page  for  October  1993  the  price  is  $2.25  per 
gallon.  This  is  a  36  cents  per  gallon  drop  in  three  years,  and  the 
total  reduction  was  felt  by  our  dairy  farmers.  The  last  piece  of 
evidence  that  I  want  to  share  with  you  is  the  cost  of  producing 
milk  throughout  the  United  States  as  determined  by  the  United 
States  Department  of  Agriculture. 

The  exhibit  illustrates  the  cost  of  producing  milk  by  seven 
different  regions.    In  addition  the  exhibits  illustrates  the 
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National  Average  Cost  of  Producing  Milk.  Equally  important,  the 
U.S.D.A.  determines  the  residual  return  for  management  and  risk. 
Please  note  that  in  1980  this  figure  was  a  plus  $1.69  per  cwt .  and 
in  1981  the  figure  was  $1.86  per  cwt.  During  1991  the  residual 
return  was  a  minus  -38  cents  per  cwt.  This  means  the  average  dairy 
farmer  in  the  United  States  is  at  a  $2.24  per  cwt.  disadvantage  as 
compared  to  1981. 

In  conclusion,  the  organizations  that  I  represent  strongly 
feel  the  Self-Help  Program  will  not  correct  the  inadequate  prices 
being  paid  to  dairy  farmers. 

It  is  our  strong  belief  that  Congress  must  eliminate  the 
Minnesota/Wisconsin  (M  and  W)  Grade  B  manufactured  price  as  the 
Basic  Formula  Price  in  all  federal  milk  marketing  orders.  It  is 
our  recommendation  in  place  of  the  M  and  W  price,  the  National 
Average  Cost  of  Producing  Milk,  as  determined  by  the  U.S.D.A.  be 
used  as  the  Basic  Formula  Price. 

Furthermore,  we  recommend  a  supply  management  program  be 
implemented,  such  as  a  Two-Tier  Program  to  prevent  any  possible 
abnormal  escalation  of  milk  production. 

Let's  determine  how  many  pounds  of  milk  products  the  U.S.D.A. 
needs  for  reserve.  Any  milk  produced  over  the  reserve  amount  would 
be  priced  at  a  much  lower  price  and  the  products,  (if  the  milk  is 
produced)  could  be  made  available;  first,  for  nutritional  programs 
and  second  for  the  export  markets . 

This  program  would  return  the  value  of  fluid  milk  and  milk 
products  back  to  the  1989  -1990  era.  More  importantly  the  program 
would  restor  a  fair  price  to  our  dairy  farmers,  which  would  allow 
the  average  dairy  farmer  an  opportunity  to  stay  solvent. 

If  present  dairy  policies  are  continued  or  if  the  Self-Help 
Program  is  implemented,  then  the  end  result  will  be  a  continuance 
of  the  demise  of  our  family  dairy  farmers  and  a  further  decay  of 
rural  America. 

Thank  you . 

(Attachments  follow:) 
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OCT-20- 

1993     08: 

18BM        FROM 

flll.it   H.UV4 

TO 
sr  mu  imucrt  run 

87172784838         P.  03 

RETAJLJ/     JJ 
HOME  DELIVERY 

HUT  OFSTOSEj/ 

AHEA 

Non-ftiutttjrt 
ComamiT 

Qjutt 

ReuTaait  Caatuntr 
With  Depolrt 

NQn.A  tuna  If 
Cairaimr 

<^ 

A-0_? 

1    la.:    A-855 

A-861 

Gauan 
$2.21 

5  - 

littMg 

$2.31 

1  9U. 

$1.20 

$.62 

63155 

52.16 

5   - 

SiBm 

$2.23 

51.16 

$.60 

A-821 

1    Zn.2    A-855 

A-861 

$2.21 

$  - 

$2.31 

$1.20 

$.62 

$2.16 

$   - 

$2.23 

SI. 16 

5.60 

2             A-855 

$2.59 

$1.29 

$2.65 

$1.34 

5.69 

$2.39 

$1.19 

$2.45 

51-24 

$.65 

A-|gA  A-862 
A-861 

52.73 

$1.35 

$2.79 

$1.40 

$.74 

$2.55 

$1.27 

$2.61 

51.32 

$.70 

A-858 

1           A-fiftl 

A-862 

41.45 

51. JO 

41-  u 

4i  .  4U 

*  .  u. 

»^.3J 

»1.2B 

»Z.3S 

Si. 32 

5.67 

A-859 
S             A-861 

A-862 

52.65 

$1.34 

$2.71 

$1.38 

5.70 

$2.48 

$1.25 

$2.54 

51.29 

5.66 

A-860 
5             A-861 

$2.75 

$1.40 

$2.81 

$1.44 

5.73 

52.59 

51-32 

$2.65 

51.36 

5-69 

1/  lit  Area  2  when  purchase     per   single  delivery  is  6  quarts  or  more  deduct  lc  per  quart   equiv; 

lent".  In  Area   1  when  purchase  per  single  delivery   is  4  quarts  or  more ,   deduct   lc  per  quart  equiv; 

lent.  2/     In  Area  1    add  $.03  on  the  gallon  price  and   in  Area   3  add  $.02   on  the  gallon 
pr" 

and  i  .5  per  quart 


price  when  sold  in  non-reusable  plastic  containers.      In  Area  2  add  $.0125  per  quart   equivalent  — ^ 
and  in  Area   4   add  5.015  per   quart   eouivalent   when   sold  in  non-reusable  plastic  containers. 


MILK  MARKETING  AREAS 


AfigA  M0.  Mgg  -  M'l*   MUftHmWC  ABE  A 
T    Zjm\m*2         SOUTHEAST??*  A  JOITTH  CEKTAAl 

2  £AST  CEHTflAt,  S  WESTERN 

SQHTWtASTtHH         I  WEST  SKTTUL 
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RESALE  PRICES  (1) 
OCTOBER  1993 


■  • 

1 

WHOLESALE 

RFTAI1 , 

-i\  it-df- 

5TOJIF 

HOMO 

2%& 

3%& 

HOMO 

2%&    1 

3%& 

I 

4%  A 

UNDER 

UNDER 

PLAIN 

4%& 

UNDER  i 

UNDER 

PLAIN 

AREA 

SCH 

!  CONTAINER  UND£ 

3.25% 

2% 

SKIM 

UNDER 

3.25% 

2% 

SKIM 

j     GALLON 

2.1124 

2.1020 

2.0375 

1.8648 

2.14 

2.13; 

Z07 

1.89 

1-0 

LZ-3 

|  HALF  GAL. 

1.0701 

1.0651 

1.0518 

0.9653 

1.09 

1.08, 

1.07 

0.98 

!     QUART 

0.5501 

03475 

03406 

0.4975 

0.56 

036: 

0.55 

031 

GALLON 

2.1588 

2.1191 

2.0731 

1.9615 

2.19 

2.17; 

2.10 

1.99 

2-0 

MJ-4 

|  HALF  GAL. 

1.0966 

1.0867 

1.0538 

0.9979 

1.11 

1.10 

1.07 

1.01 

1     QUART 

0.5644 

03595 

0.5429 

0.5151 

037 

037i 

0.55 

032 

!     GALLON 

2.1948 

2.1303 

2.1258 

2.0489 

225 

2.19 

2.19 

2.11 

3-0 

MF-12 

!  HALF  GAL. 

1.1208 

1.0886 

1.0863 

1.0479 

1.15 

1.12 

1.12 

1.08 

;     QUART 

0.5768 

03607 

0.5597 

0.5403 

0.59 

0.58, 

0.57 

0.56 

GALLON 

2.2926 

2.2201 

2.1942 

2.1305 

2.33 

2.26; 

2^3 

2.17 

4-0 

MQ-12 

1  HAI.FGAL. 

1.1629 

1.1267 

1.1138 

1.0818 

1.18 

1.15; 

1.13 

1.10 

QUART 

0.5991 

03810 

03745 

05585 

0.61 

039 

038 

0.57 

GALLON 

2.1907 

2.1182 

2.0505 

2.0027 

2.29 

2.22 

2.15 

2.10 

5-0 

MH-tf 

HALF  GAL. 

1.1455 

1.1094 

1.0755 

1.0516 

1.20 

1.16 

1.13 

1.10 

i     OUART 

0.5889 

0.5708 

0.5539 

0.5419 

0.61 

0.60 1 

0.58 

037 

llAJUX>I> 

2.2153 

2.1057 

2.1304 

2.10.-M 

i.ii 

jui1 

i-ii 

l.l\ 

6-0 

MG-9 

!  HALF  GAL 

1.1446 

1.1207 

1.1030 

1.0905 

1.19 

1.17. 

1.15 

1.14 

QUART 

0.5864 

03744 

0.5657 

0.5593 

0.61 

0.60 

0.59 

0.58 

MAJOR  WHOLESALE  DISCOUNTS  AVAILABLE  (2) 


J400  -  699  qts./delivery       4%                         Qualified  mulu-storc  entities  may  receive  an  additional: 
1-0      '700-  1.199  qls. 'delivery     7%                         1%  on  deliveries  of  10.000  qts/vreek  or  more 
1 1 .200  gts/detivery  A  over    13%                 ,     2%  on  deliveries  of  100.000  qu/week  or  more 

!200-499qts./deIivery       4%                   ,     2300  qoydelivery  A  over   16% 
2—0       !500     999  qu. /delivery       8%                         Qualified  iimlti-alurc  cnlilicN  may  receive  an  additional: 
1 1 .«»  -  2.499  qls./deliverv  13%                 >     2%  on  deliveries  of  100.000  qisAreek  or  more 

■1fTlr|iWnVlivery  &  wct     41                   j     Qualified  multi-dorc  onutiao  may  meeive  an  additional: 
3-0      :  250  qlsydelivery  &  over     119b                  !     2%  on  deliveries  of  25.000  qtsMeek  or  more 
'  400  qtc/dalivarv  St  u"»r       15$5 

4-0 

200  qls. 'delivery  &  over     12% 
500  qts./delivery  A  over     16% 
1.000  qts./delivcrv  &  over  18% 

Wholesale  customers  picking  up  at  the  dock: 
1.000  qts_>pidcup  A  over  20% 
2.000  qctrickup  A  over  23% 

5-0 

400  qisJdelivery  &  over      4% 
700  -  1.399  qts/delivery     7% 
1.400  qts./deliverv  A  over    10% 

Qualified  multi-store  entities  may  receive  an  additional: 
2%  on  deliveries  of  100.000  quWwck  or  more 

6-0 

200  -  499  qtx./dehvery      4%                   1     Qualified  mulu'-siore  entities  may  receive  an  additional: 
500  qtsVdelivery  &  over    73%                  1     2%  on  deliveries  of  25.000  qis/week  or  more 
1.000  ats./delrvcrv  &  over  1,0-1% 

(1)  ALL  GALLON  PRICES  ARE  IN  NONRETURN  ABLE  PLASTIC  HALF-GALLONS  A  QUARTS  ARE  IN  PAPER. 

(2)  SEE  OFFia  AL  GENERAL  ORDERS  FOR  COMPLETE  DETAILS  AND  QUALIFICATIONS  FOR  EACH  AREA  AND  DISCOUNT. 
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WIC   CUSTOMERS 


We  are  sorry,   . 


^^oJi^lK  no  longer 

buy  deli  cheese 

with  WIC  checks.; 
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PROGRESSIVE  AGRICULTURE  ORGANIZATION 
RR2,  Box  165 
Meshoppen,  Pa.   18630 


OCT.     25,     1993 
Arden  Tewksbury,  Manager 


TO:      Members  of  the  United  States  Congress 

It  is  imperative  that  all  members  of  Congress  understand  what  is  happening  on  the  majority 
of  dairy  farms  across  the  United  States. 

Enclosed  in  this  packet  are  prices  received  by  dairy  farmers  since  1 981 .  Please  note  the 
losses  experienced  by  the  dairy  farmers  as  the  price  they  received  did  not  keep  pace  with  1 981  's 
price. 

Also  in  the  packet  is  a  price  sheet  that  indicates  the  prices  dairy  farmers  would  have 
received  by  adjusting  1 981  's  price  with  an  annual  inflation  rate  of  4%. 

A  key  part  of  this  packet  is  the  average  cost  of  producing  milk  all  across  the  United  States 
as  determined  by  the  United  States  Department  of  Agriculture.  These  figures  clearly  indicate  the 
average  dairy  farmer  is  receiving  a  price  for  his  milk  far  below  the  cost  of  production. 

During  the  eighties  and  now  during  the  early  nineties  various  dairy  programs  have  been 
implemented  by  the  U.S.  Congress  in  an  attempt  to  bring  the  production  of  milk  in  line  with  the 
commercial  needs  as  well  as  attempt  to  improve  the  price  paid  to  dairy  farmers.  While  the  various 
programs  and  mother  nature  now  have  the  production  of  milk  fairly  well  in  line  with  the  commerical 
needs,  unfortunately  prices  paid  to  dairy  farmers  continue  to  be  at  least  $3.00  per  cwt.  less  than 
what  is  needed.  Also,  the  dairy  farmers  have  been  charged  various  kinds  of  assessments  through 
the  dairy  programs,  without  receiving  an  adequate  or  stable  pay. 

We  fully  recognize  that  Congress  must  continue  to  spend  less  money.  This  means  that 
agriculture  programs  must  cost  less. 

It  is  the  feeling  of  the  Progressive  Agriculture  Organization  that  inorder  to  maintain  our  dairy 
farmers  and  to  revitalize  rural  America,  than  a  new  approach  must  be  taken  to  price  agriculture 
products  differently. 

For  dairy,  we  and  many  other  organizations  are  proposing  a  new  pricing  formula  based  on 
the  national  average  cost  of  production.  We  also  propose  a  two  tier  supply-management  program 
to  prevent  an  over  production  problem. 

A  two  tier  program  simply  means  the  top  tier,  which  makes  up  the  commerical  needs  of  milk 
(96-97%  of  production)  would  command  a  price  to  dairy  farmers  that  covers  their  cost  of 
production,  plus  a  return  on  their  investment.  The  second  tier  would  be  priced  substantially  lower 
to  discourage  production. 

These  prices  would  be  affordable  to  consumers,  and  would  return  a  needed  price  to  our 
dairy  farmers  of  at  least  $1 5.00  per  cwt. 

However,  equally  important  is  the  fact  that  a  true  two  tier  program  would  cost  the 
government  far  less  money  than  present  programs,  and  a  two  tier  program,  in  our  opinion,  would 
be  substantially  better  for  everyone  involved  in  comparison  to  the  program  being  proposed  by  the 
National  Milk  Producers  Association. 

Many  farm  organization  support  the  concept  that  we  are  proposing,  and  they  stand  ready 
to  work  with  Congress  to  have  such  a  program  implemented. 

Remember  every  dollar  paid  to  our  dairy  farmers  turns  over  at  least  eight  times  in  our  local 
economy.  This  is  the  way  to  help  revitalize  our  rural  economy. 
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The  following  prices  were  paid  to  dairy  farmers  shipping 
milk  to  milk  handlers  Tabulated  by  federal  milk  marketing 
order  #2,  referred  to  as  the  New  York  -  New  Jersey  Market. 

Prices  are  announced  at  the  200  mile  zone. 


800,0001b. 

Base 

Period 

1981   -   $13.39 

average  annual 
production 

1982 

$13.26 

-$  .13 

$  1,040 

1983 

$13.23 

-$  .16 

$  1,280 

1984 

$13.03 

-$  .36 

$  2,880 

1985 

$12.32 

-$1.07 

$  8,560 

1986 

$12.09 

-$1.30 

$10,400 

1987 

$12.18 

-$1.21 

$  9,630 

1988 

$11.87 

-$1.52 

$12,160 

1989 

$13.10 

-$  .29 

$  2,320 

1990 

$13.44 

+$  .05 

+$    400 

1991 

$11.79 

$1.60 

$12,800 

1992 

EST.   - 

$12.75 

-$  .64 

$  5,120 

$65,840 

This  work  was  prepared  by  Ardsn  Tawksbury  of  Meshoppen,  Pa. 
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After  applying  an  annual  inflation  rat*  of  4%  to  tne  1981 
prices,  the  following  prices  would  have  been  paid  to  dairy  farmers 
shipping  miUc  under  provision  of  federal  order  #2. 

Base  period  1981  -  $13.39  per  Cvt. 

Year  Gross ; Boss  :  ~ " 

1982  -  513.92       -  66c  per  cvt.  $5,280 

1983  -  $14.47  -$1.08   per  cvt.  $  8,640 

1984  -  $15.04  -$1.65   per  cvt.  $13,200 

1985  -  $15.64  -$2.25   per  cvt.  $18,000 
198$  -  $16.26  -$2.87  per  cvt.  $22,960 

.1987  -  $16.91     -$3.52  per  cvt.  $28,160 

1988  -  $17.58  -$4.19  per  cvt.  $33,520 

1989  -  $18.28  -$4.89  per  cvt.  $39,120 

1990  -  $19.01  -$S.$2  per  cvt.  $44,960 

1991  -  $19.77  -$6.3*  per  cvt.  $51,040 

1992  -  $20.56  *»t.-$7.17  per  cvt.  $56,360 

$321,240 


this  work  was   prepared   by  Arden  Tewksbury  of  Meshoppen,    Pa, 
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Stancer  Dairy 

Rt.  3,  Box  604 

Cabool,  Missouri  65689 

417-962-5266 


October  25,  1993 

As  a  producing  dairy  farmer  in  southcentral  Missouri,  I  would  like  to  share  these 
comments  that  I,  and  other  producers  and  businesspeople  in  the  area  are  concerned 
about. 

Dairy  farmers  and  their  families  are  tired! 

Not  tired  of  the  hours,  the  labor,  the  losses,  etc.,  but  of  not  getting  a  fair  price  for 
their  product.  Thus,  many  choose  to  liquidate.  The  continuing  liquidations  that 
have  been  ongoing  for  some  time,  averaging  nearly  one  per  day,  is  raising  many 
concerns  as  to  the  economic  impact  it  is  having  on  our  area. 

The  average  dairy  producer  puts  about  $100,000  into  the  local  economy.  This  is 
turned  over  approximately  seven  times  within  the  community.  When  this  is  lost, 
potential  job  loss  it  creates,  overall  downsizing  of  the  community,  and  the  tax  base 
loss,  certainly  one  must  recognize  that  immediate  changes  of  dairy  policy  must  be 
made. 

As  overproduction  has  been  blamed  for  low  farm  gate  pricing  the  NMPF  proposal  of 
self-help,  or  self-control,  certainly  must  be  considered  a  first  step  in  bringing  about 
a  fair  balance  in  milk  production.  However,  in  discussing  this  approach  with  many 
producers  in  this  area,  they  raise  many  concerns  in  the  details  of  the  plan  -  mainly 
the  triggers,  no  realistic  cap  for  production  control,  the  establishment  of  another 
board,  and  assessments.  Critical  details  that  must  be  addressed  to  achieve  the 
needed  results.Other  plans  have  also  been  submitted  with  ideas  that  could  incorpo- 
rate into  the  concept  of  self-help  and  work  together  to  create  a  fair  balance  between 
producers  and  processors. 

On  the  fragile  soil  and  rolling  hills  of  southern  Missouri  that  are  basically  covered 
with  continuous  grass  and  legume  crops,  dairy  and  beef  production  are  highly  com- 
patible. Grazing  dairy  and  beef  in  this  area  is  an  environmentally  safe  practice. 

I  believe  farm  organizational  groups,  NMPF,  grass  roots  activists,  producers  and 
concerned  legislators,  working  together  can  achieve  a  viable  dairy  policy. 


Respectfully, 


Bill  Stancer 
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TESTIMONY  OF  NANCY  F.  DANIELSON,  ON  BEHALF  OF  THE  NATIONAL 
FARMERS  UNION,  REGARDING  SELF  HELP  PROGRAM,  PRESENTED  TO  THE 
HOUSE  AGRICULTURE  SUBCOMMITTEE  ON  LIVESTOCK,  OCTOBER  26,  1993. 

On  behalf  of  the  250,000  farm  families  of  the  National 
Farmers  Union,  we  appreciate  your  decision  to  hold  a  second 
public  hearing  on  H.R.  2664,  the  self-help  plan.   I  am  Nancy 
Danielson,  a  lifelong  member,  and  currently,  legislative 
representative  for  the  National  Farmers  Union. 

We  are  encouraged  that  Congress  is  working  on  dairy 
legislation,  and  we  support  adopting  some  type  of  supply 
management  plan.   We  believe  that  legislation  needs  to  work 
toward  the  goal  of  promoting  a  fair  price  to  producers,  while 
providing  a  high  quality  product  to  consumers,  at  a  fair  and 
reasonable  price.   We  are  concerned  that  the  self-help  bill 
leaves  producers  out  of  the  equation,  by  providing  inadequate 
assurance  on  the  question  of  producer  income. 

Earlier  this  year,  we  submitted  a  written  statement  listing 
four  concerns: 

1)  There  must  be  some  mechanism  to  assure  that  the  producers 
will  receive  their  cost  of  production  under  the  self-help  plan. 

2)  Provisions  for  electing  the  board  should  not  rely  on  bloc 
voting . 

3)  We  are  concerned  about  the  number  of  assessments  contained  in 
the  bill.   We  would  like  to  see  a  study  by  the  Congressional 
Budget  Office  which  would  spell  out  the  assessment  costs  to 
farmers,  as  well  as  the  amount  of  income  farmers  could  expect  to 
receive  under  the  plan.   It  appears  the  assessments  could  be  well 
in  excess  of  the  $.20  per  cwt  generally  associated  with  the  bill. 

4)  The  plan  does  not  address  transportation  differentials  which 
are  causing  the  geographical  shift  of  milk  production.   Such 
shifts  diminish  farm  income  while  ultimately  increasing  the  price 
to  the  consumer. 

We  still  have  these  concerns,  but  today,  our  testimony  will 
focus  on  three  specifics:   USDA's  analysis  on  how  H.R.  2664  would 
impact  producer  income  and  consumer  price,  the  two  tier  part  of 
the  plan,  and  whether  self  help  is  GATT  legal. 

USDA  Analysis 

On  October  21,  1993,  USDA  released  its  analysis  of  the  bill. 
This  analysis  confirms  our  concern  that  H.R.  2664  will  actually 
decrease  net  producer  income,  by  a  projected  $120  million  over  a 
five  year  period.   The  analysis  goes  on  to  state  that  consumer 
costs  will  increase  by  $45  million  during  that  same  five  year 
period.   (A  copy  of  the  letter  is  attached  with  this  statement  as 
attachment  A,  with  the  accompanying  chart  as  attachment  B.) 
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We  would  prefer  to  see  Congress  enact  legislation  which 
stabilizes  supply  and  demand,  as  opposed  to  the  self-help 
proposal  which  relies  on  setting  up  a  mechanism  to  dump  excess 
milk  production  on  the  world  market. 

Self  Help  is  Not  Two-Tier 

In  June,  approximately  500  farmers  and  dairy  leaders  from 
across  the  country  participated  in  a  national  dairy  summit,  held 
in  York,  Pennsylvania.   Producers  who  attended  the  summit 
demonstrated  strong  support  for  a  supply  management  system,  -based 
on  two  tier  pricing,  with  the  first  tier  price  based  on  cost  of 
production,  plus  a  reasonable  return. 

In  July,  Wisconsin  Farmers  Union  hosted  a  Wisconsin  dairy 
summit.  Approximately  200  farmers  and  dairy  leaders  attended, 
about  half  of  which  were  Farmers  Union  members.   Once  again, 
producers  demonstrated  strong  support  for  a  two  tier  price 
system,  again  based  on  cost  of  production  plus  profit. 

H.R.  2664  is  occasionally  touted  as  a  two  tier  price  prograr. 
However,  it  does  not  contain  the  type  of  two  tier  price  supported 
by  the  producers  who  gathered  in  York,  Pennsylvania,  nor  in 
Chippewa  Falls,  Wisconsin.   Producers  are  not  willing  to  support 
implementation  of  a  bill  which  has  assessments  and  quotas  in 
exchange  for  increasing  the  tier  one  price  by  less  than  one  cent 
per  hundredweight,  over  a  five  year  time  period! 

GATT  Legal? 

The  National  Farmers  Union  does  not  support  passage  of  the 
General  Agreement  on  Tariffs  and  Trade  (GATT) ,  as  proposed  in  the 
Dunkel  draft,  and  modified  by  the  Blair  House  Agreement.   We 
commend  members  of  Congress  who  have  noted  our  concerns. 
However,  in  analyzing  the  potential  impact  of  GATT,  we  have  also 
asked  the  question  as  to  whether  the  self  help  program  would  be 
allowable  under  the  GATT,  specifically  in  respect  to  the  Blair 
House  Agreement,  which  requires  that  the  quantity  of  subsidized 
exports  be  reduced  by  21  percent,  with  budgetary  export  subsidies 
to  be  reduced  by  36  percent,  using  fiscal  years  1986-90  as  the 
base  period. 

Fact  sheets  produced  by  USDA  showing  exports  of  butter, 
cheese,  and  powder,  are  attached  as  attachments  C,  D,  and  E.   Our 
export  levels  during  the  base  period  indicate  that  we  will  need 
to  significantly  reduce  our  current  levels  of  exported  products 
in  order  to  comply  with  the  agreement.   Therefore,  while  the  self 
help  program  may  be  GATT  legal,  it  would  fall  under  the  same 
constraints  that  would  control  operation  of  the  Dairy  Export 
Incentive  Program  (DEIP) .   There  is  no  need  or  benefit  to  having 
both  programs,  since  the  allowable  export  level  is  less  than  the 
current  amount  exported  under  DEIP. 
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Conclusion 

The  remaining  question  is  what  impact  self  help  would  have  on 
the  world  market  in  the  absence  of  GATT.   The  analysis  by  USDA 
states  that  our  increased  use  of  export  subsidies  would  likely 
result  in  the  European  Communities  taking  similar  action,  thereby 
depressing  the  world  market  price. 

National  Farmers  Union  believes  that  dumping  dairy  products 
on  the  world  market  is  not  the  solution  to  solving  producer 
income  concerns  for  U.S.  farmers.   We  are  very  pleased  that 
Members  of  Congress  are  making  time  to  deal  with  the  question  of 
producer  income,  but  we  hope  the  committee  will  continue  to  look 
at  other  proposals  to  meet  this  important  goal. 

We  offer  our  support  to  work  with  Members  of  Congress  and 
other  members  of  the  dairy  industry  to  develop  a  proposal  which 
meets  the  needs  of  producers,  processors,  and  consumers.   We  are 
hopeful  we  can  use  the  ideas  offered  at  the  National  Dairy 
Summit,  as  well  as  those  submitted  to  USDA. 

(Attachments  A  and  B  are  held  in  the  committee  files;  also 
submitted  by  Mr.  Bruce  Weber,  USDA.) 


(Attachments  follow:) 


-3- 


125 


4) 

J.' 

u 


o 


o 
u 

w 
u 
w 
< 


1991- 

92 

g 

s 

▼ 

n 

I 
I 
I 

» 
S 

2 

00. 

5 

q 
3 

8 

v-i 

•q 

g 

• 

0» 

in 
1 

3 

R 

3 

t 

2 

2 

o 

R 

o 

8 

3 

n 
* 

r4 

8 

"1 
T 

i 

U 
i 

1 
1 

1 

1) 

1 

On   o 

i 

p> 

■» 
£ 

5 

i 

o 

3 

5 

0 

r4 

On 

•-* 

n 

2 

2 

3 

n 
8 

2 

r- 

■» 
§ 

d 

r- 
t 

1 
i 

S5  §g 

On 

3 

d 

R 

V 

^ 
« 

>» 
m 

12 

3 

0> 

d 

r-' 

q 

fi 
1 

2 

3 

8 

u 

•— 
0 

1 

00    00 
ON 

«5 
g 

r- 

d 

8* 

^0 

05 

d 

d 

a 

(VI 

q 

r-i 

1 

a 

2 

E 

11 

1 

29  °o 

On 

P 

pi 

rl 

in 

fi 

o 

>0 

00 

1- 

0 

06 

r- 

d 

>0 

2 

0 

r- 

vn 

1 

d 

7 

s 

2  £ 

^  S 

c  .s 

is 

1 

i 

•q 

o 

r^ 

1 

o 

00 

*^ 

fi 

0 

0) 

•n 

S 

£ 

b 
E 

8, 

a" 
g 

8^ 

ON 

2 
5 

Pi 

d 

d 

1 

a 

0 

2 

^ 

M 

0 

O 

0 

0 
s 

O 

3 

3 

wo 

1 

5 

1 

i 

o 

d 

o 

3 

S 

0 

fi 

0 

a 

5 

»q 
i 

7 

fi 
1 

fi 

1 

a. 
o 

ON 

i 

n 

5 

1 

fi 

o 

o 

8 

5 

fi 

0 

^3 

0> 

2 

7 

i 

V 

1 

1 

i) 

"Z 

2 

UJ 

H 

J2 

w 

o 

w 

i 

i 

E 

8 

c 

3 
M 

'c 
c 

'5b 
w 
CO 

to 
l 

tj 
03 

u 

B 

2 

M 

C 

O 

| 

5 

« 
O 

0 

E 

0 

Q 

i 

c 

3 

I 

8 
a: 

« 

8. 

UJ 

u 

0 

0 

D 

I 

3 

2 

! 

§ 

E 

8 

0- 

UJ 

Q 

c 
.0 

c 
0 

Q 

u 

U 

E 

o 
Q 

3 

1 

z 

s 

.2 

5 
5 

a 
i 

m 

R 

£^ 

3 
1 

2 

R* 

jo 
a 

a. 

8 
1 

a 

B 
> 

a 

1 

0. 
>~ 
0 

3 

2 

3 
ffi 

c 
0 

™ 

c 
0 

Q 

c 
mi 

'u 

k- 
0 

u. 

1 

J 
a. 

a 

vo 

0 

.2 

5 

S 
g 

M 
C 

u 

E 

D 

0 

c 
c 

J2 

•0 

V 

E 

E 
0 
0 

c 

3 

c 
UJ 

ATTACHMENT   C 


75-979  0-94-5 


126 


0) 
01 

s: 
t/3 

u 


O 


0 

u 

to 

u 
< 


1991- 
92 

o 

a 

3 

d 

3 

00 

I 
1 
1 
I 

^ 

fi 

2 

8 

»» 

s 

1 

o  --, 

g  » 

3 

X) 

S 

r-' 

2 

5 

1 

o 

a 

1? 

■o 
o 

s 

1 

1 

1 

On   o 

e 

8 

S 

o 

On 

in 

a 

il 

w 

.5 

•e 
I 
i 

8 

1 

22  °° 

On 

1-H 

3 

§ 

<- 

>0 

d 

d 

<1 

■« 

S 

o 

2 

n 

q 
5 

1 

On 

OS 

8 

"1 

»1 

o 

r4 

9j 

5 

2 

a 

8 

0 
u 

o  — 
§  1 

1 
VO    VO 

22  35 

Os 

2 

v-i 

CM 

■» 
d 

O 

0j 

r-' 

o 

°9 

o 

r4 

5 

2 

r-j 
1 

is 

y 

1 
On    w 

I'- 
ve 

o 

q 

O 

s 

q 

2 

(N 

2 
3 

i 

i 

13 
c 

E 
I 

1 

On 

r- 

6 
F 

"1 

d 

o 

r-i 

2 

9J 

o 
>• 

d 

17s 

2 

n 

a 

E 
8 

8 

.2 

1 

Os   w 

3 

r4 

°9 

o 

o 
1 

q 

t»l 

a 

S 

"1 

d 

(N 

1 

i 

r~ 

5 

1 

r— 1 

35 

*-> 

o 

3 

r- 

"1 
O 

o 

(VI 

d 

q 

a 

i 

0 

V 

r. 

■o 
S 

—t 

E 
E 
o 
o 
B 
3 

M 
c 

'S 

c 

M 
U 

CO 

m 
J 

u 
« 

u 
•J 
C 

o 

<-> 

k- 
3 

£ 

c 
.o 

| 

D 

*> 

w 

U 

i 

E 

0 

a 

Si 

s 
1 

i 

c 
D 

Si 
8 

i 
s 

£ 

V 
Ml 
C 

ra 
-c 
o 

K 

UJ 

3 
™ 
in 

fa 

| 

K 
UJ 

?5 
U 

0 

E 

| 

c 

1 

I 

D 

|2 

f 

1 

1 

E 

0- 

U 

Q 

C 

0 

n 

c 
0 

a 

o 

**> 

u 
E 

0 

Q 

I 

z 

E 

2 

3 

•5 
| 

i 

m 

1 
3 

3! 

3 

3 

S 

.2 

■fi 
a. 

0 
3 

3 

S 

m 

H 

C 

0 

"a 

c 
0 

Q 

c 
aa 

V 

km 

0 

u. 

-J 
X 

■<r 
c 
.2 

1 

c 
u 
E 

M 

■5" 

a 

& 

0 
C 

j; 

c 

5 

« 

1 

E 

8 

c 

3 
M 
C 

'•v 
c 
U 

ATTACHMENT    D 


127 


d 


c>   ^ 


rJ 


ft 


a 

o 


ON 

oc 


n 


o 


00    c* 


00    00 


£ 


o 


u 
u 
o 


Sc 


3 


98  * 


El 


00 


SI 
I 


0  £ 


3  !Q 

00    00 


s 


S3 


T 


8 


l. 


2 


m 
* 


* 


Q 

1 
o 

Z 
I 

•o 

JO 

3 
1= 


00    00 
0\ 


R 


3? 


I 


31 


a 


UJ 


LU 


& 


fc, 


<s 


1 

1 


I 


J! 


w 
.* 


E 
E 
o 
u 

e 

3 

w 

c 

c 

UJ 


ATTACHMENT  E 


128 


STATEMENT  OF 

MELVIN  KADEN 

PALMYRA,  MISSOURI 

MID-AMERICA  DAIRYMEN,  INC. 

before  the 

SUBCOMMITTEE  ON  LIVESTOCK 

COMMITTEE  ON  AGRICULTURE 

U.S.  HOUSE  OF  REPRESENTATIVES 

regarding 

H.R.  2664 

THE  DAIRY  BUDGET  RECONCILIATION  AND 
SELF-HELP  INITIATIVE  ACT  OF  1993 

October  26,  1993 


Mr.  Chairman,  my  name  is  Melvin  Kaden.  I  am  a  dairy  farmer  in  Palmyra, 
Missouri,  in  your  district.  I  milk  about  125  cows,  am  a  member  of  Mid- America 
Dairymen,  Inc.  and  sit  on  Mid-Am's  St.  Louis  district  Board  of  Directors.  Mid- Am 
is  the  nation's  second  largest  dairy  cooperative,  serving  13,000  dairy  farm  families 
producing  8.2  billion  pounds  of  milk  in  17  states. 

I  commend  you  for  holding  this  hearing.  I  appreciate  the  opportunity  to 
testify  before  the  Subcommittee  on  behalf  of  Mid-America  Dairymen,  Inc.,  and  its 
dairy  farmer  members  on  H.R.  2664,  the  Dairy  Budget  Reconciliation  and  Self- 
Help  Initiative  Act  of  1993. 
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Mr.  Chairman,  I  support  the  self-help  bill,  and  I  commend  you  and  Mr. 
Gunderson  for  introducing  it. 

Mid-American  Dairymen,  Inc.,  supports  self-help  for  a  very  simple  reason: 
the  current  dairy  program  is  not  serving  dairy  farmers,  and  self-help  is  the  only 
realistic  alternative.  I  and  my  fellow  dairy  farmers  throughout  this  country  are 
reimbursing  the  government  for  over  half  of  the  projected  cost  of  the  federal  dairy 
program  this  year  through  the  budget  assessments  we  now  pay.  We  narrowly 
missed  getting  a  stiff  increase  in  the  assessment  as  part  of  this  year's  budget 
reconciliation.  The  next  budget  reconciliation  or  the  next  farm  bill  will  most  likely 
result  in  dairy  farmers  paying  most  if  not  all  the  program's  costs. 

The  self-help  program  will  provide  me  with  a  better  alternative:  a  means  of 
strengthening  milk  prices  through  a  producer-funded  dairy  stabilization  organization 
in  which  I  would  have  some  controlling  voice. 

There  are  many  dairy  farmers,  no  doubt  including  Mid-Am  members,  who 
think  the  answer  to  this  problem  is  to  enact  a  dairy  program  like  two-tier  pricing 
rather  than  self-help.  Like  yourself,  Mr.  Chairman,  Mid-Am  is  supportive  of  two- 
tier  pricing.  But  I  admire  you  for  having  the  courage  to  tell  us  what  we  need  to 
hear,  rather  than  what  some  would  like  to  hear,  on  two-tier  pricing.  Namely,  that 
the  chance  that  it  could  become  law  in  this  country  is  between  slim  and  none,  with 
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the  emphasis  on  the  none.  You  told  witnesses  at  the  self-help  hearing  last  July  that 
"self-help  is  the  only  train  on  the  track"  and  that  "There  isn't  going  to  be  another 
(train)." 

The  choice  is  clear.  It  is  either  self-help  or  else  continue  on  our  current 
downward  path,  with  dairy  farmers  eventually  forced  to  reimburse  the  full  costs  of 
dairy  program  but  with  no  voice  in  how  it  is  run.  To  me,  this  is  no  choice.  If  I'm 
going  to  end  up  paying  my  share  of  the  full  cost  of  the  dairy  program,  I  want  a  say 
in  its  operation.  I  have  that  control  in  my  dairy  cooperative  and  the  other 
cooperative  organizations  I  support.  I  want  no  less  from  the  national  stabilization 
program,  whose  cost  I  partly  pay  today  and  which  I  am  likely  to  virtually  fully 
fund  tomorrow. 

Thank  you  for  the  opportunity  to  testify  on  the  self-help  bill.  I  will  be  happy 
to  respond  to  any  questions. 
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TESTIMONY  OF 


IRVIN  J.  ELKIN 
ASSOCIATED  MILK  PRODUCERS,  EMC. 


I  am  Irvin  Elkin,  a  dairy  farmer  from  Amery,  Wisconsin.  I  also  serve  as  President  of 
Associated  Milk  Producers,  Inc.,  a  dairy  cooperative  marketing  association  with  membership  in 
20  states  across  the  central  United  States.  We  appreciate  the  opportunity  to  testify  in  support 
of  H.R.  2664.  We  also  appreciate  the  leadership  of  the  Chairman  and  members  of  the 
Subcommittee  and  their  willingness  to  address  a  serious  problem  confronting  the  dairy  industry. 

AMPI  supports  the  industry  self-help  plan  embodied  in  this  legislation.  I  will  not  pretend  it  is 
the  best  or  the  ultimate  dairy  policy  tool  that  could  be  developed.  In  many  respects,  it  falls 
short  of  what  many  would  prefer.  Its  development  was  a  long  and  often  painful  process  that 
required  considerable  compromise  on  the  part  of  many  interests.  It  would  be  a  simple  matter 
to  say  this  does  not  go  far  enough~or,  in  the  view  of  some,  that  it  goes  too  far~and  let  it  go  at 
that.  In  the  past  such  an  approach  has  often  been  sufficient  to  forestall  action  on  dairy  policy 
initiatives.  That  ignores  the  problem  at  hand.  H.R.  2664,  in  our  judgement,  offers  the  best 
currently  achievable  opportunity  for  improvement  in  dairy  policy. 

The  details  of  the  program  and  its  operation  have  been  outlined.  I  would  like  to  direct  my 
comments  primarily  toward  the  need  for  the  proposed  policy  change. 

The  Dairy  Price  Support  Program  enacted  as  part  of  the  Agriculture  Act  of  1949  was  intended 
to  provide  milk  producers  with  a  degree  of  price  assurance  and  stability  so  as  to  assure  an 
adequate  supply  of  milk  and  dairy  products.  For  more  than  thirty  years  the  program  functioned 
well. 
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Since  the  mid  1980's,  Federal  budget  policy  and  the  drive  to  reduce  government  involvement 
in  agriculture  has  reduced  the  price  support  level  $3.00.  This  has  done  more  than  simply  reduce 
the  level  of  price  assurance  afforded  farmers.  The  most  significant  effect  has  been  to  destroy 
the  stability  needed  by  the  industry.  In  the  span  of  a  few  years,  dairying  has  been  transformed 
from  one  of  the  most  stable  farm  enterprises  to  one  of  the  most  unstable. 

A  fairly  predictable  seasonal  price  fluctuation  has  been  considered  normal  in  the  industry. 
Prices  fell  during  the  late  winter  and  spring  as  production  increased  seasonally.  As  milk 
production  tightened  through  the  late  summer  and  fall,  prices  rose.  This  situation  was 
understood,  reasonably  predictable  and  could  be  managed.  Contrast  this  with  the  situation  in 
1993.  The  highest  milk  price  for  the  year  (as  measured  by  the  M-W  price)  came  in  May~at  the 
peak  of  the  flush  production  season.  Prices  skidded  through  August  before  some  recovery 
began.  We  are  witnessing  a  "double  top"  in  milk  prices  in  1993~the  first  time  this  has  ever 
happened! 

We  are  having  to  relearn  the  lessons  of  the  past.  The  stable,  predictable  dairy  industry  we  have 
taken  for  granted  is  not  the  norm.  The  instability  we  are  now  witnessing  is  the  normal  situation. 
H.R.  2664  would  provide  a  means  of  restoring  at  least  a  measure  of  the  needed  stability. 

Consider  the  situation  dairy  farmers  face.  They  produce  a  bulky,  highly  perishable  product 
every  day  of  the  year.  Milk  must  be  gathered  and  processed  within  hours  of  production  to  avoid 
a  total  loss  of  economic  value.    As  a  dairy  farmer,  I  have  no  ability  to  time  my  marketing. 
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Compounding  the  problem  is  the  fact  that  production  has  a  marked  seasonal  pattern  while 
consumer  demand  is  relatively  stable.  In  order  to  have  enough  milk  to  meet  market  needs  on 
the  shortest  day  of  production  in  November,  it  is  necessary  to  have  more  milk  than  the  market 
can  absorb  on  the  peak  day  of  production  in  May.  A  further  complication  is  the  fact  that  the 
livestock,  equipment  and  facilities  used  in  milk  production  are  highly  specialized  and  have  little 
value  in  any  other  farm  enterprise. 

The  instability  generated  by  this  combination  of  conditions  was  effectively  coped  with  by  the 
price  support  program.  While  the  program  continues  to  provide  a  price  safety  net,  it  no  longer 
provides  the  stabilization  the  industry  needs,  perhaps  now  more  than  ever. 

We  do  not  regard  the  self-help  plan  as  a  replacement  for  current  dairy  policy  mechanisms 
including  the  price  support  program  and  the  Dairy  Export  Incentive  Program.  While  dairy 
farmers  would  be  providing  the  funds  to  operate  the  program,  there  is  an  obvious  and  necessary 
public  policy  function  to  be  served  that  justifies  the  expenditure  of  the  rather  limited  public  funds 
now  devoted  to  dairy. 

A  highly  significant  fact  that  is  ignored  in  discussion  of  dairy  policy  and  the  budget  has  been 
what  has  happened  with  regard  to  spending.  In  Fiscal  Year  1985,  net  Commodity  Credit 
Corporation  outlays  for  price  stabilization  totaled  $17.7  billion.  Dairy  outlays  represented  $2.1 
billion,  12  percent  of  the  total.  During  Fiscal  Year  1993  which  just  ended,  net  CCC  outlays 
were  almost  the  same--$17.1  billion.   Dairy  accounted  for  $315  million,  less  than  two  percent 
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of  the  total. 


Since  1983,  dairy  farmers  have  paid  over  $2.7  billion  in  assessments  to  reduce  budget  costs. 
Most  of  this  money  has  been  used  simply  to  reduce  budget  costs.  The  self-help  concept  would 
provide  tools  to  make  effective  use  of  producer  funds  in  stabilizing  markets  and  improving  farm 
income. 

The  stabilization  need  is  not  being  met  today.  The  need  is  real  and  one  that  can  be  handled 
through  the  self-help  mechanism.  In  the  simplest  of  terms,  what  H.R.  2664  says  is,  "If 
government  can't  or  won't  do  it,  give  the  industry  the  tools  to  meet  the  need." 


135 


STATEMENT  OF 

BUCKEY  M.  JONES 

PRESIDENT 

DAIRYMEN  INC. 

Mr.  Chairman,  members  of  the  Livestock  Subcommittee,  ladies 
and  gentlemen,  I  am  Buckey  Jones,  a  dairy  farmer  from  Smithdale, 
Miss.  I  am  also  the  President  of  Dairymen  Inc.,  a  regional  milk 
marketing  cooperative  owned  and  operated  by  approximately  3,500 
dairy  farmers  in  16  Southeastern  and  Middle  Atlantic  states. 

On  behalf  of  the  membership  of  Dairymen  Inc.,  I  commend  you 
for  encouraging  the  industry  to  come  together,  to  consider  the 
future,  and  to  look  at  program  adjustments  that  are  legislatively 
possible  and  that  will  more  effectively  meet  the  longer  term  needs 
of  producers,  processors,  and  consumers.  You  have  not  asked  groups 
to  abandon  their  preferred  supply  management  options,  but  to  come 
together  on  a  plan  and  a  program  that  is  legislatively  possible, 
and  the  industry  can  unite  behind. 

That  effort  was  made  within  the  National  Milk  Producers 
Federation.  We  are  pleased  that  you  introduced  H.R.  2664,  "The 
Dairy  Budget  Reconciliation  and  Self-Help  Initiative  Act  of  1993," 
and  that  you  are  holding  this  the  second  day  of  hearings  on  the 
bill  and  the  concept  of  a  self-help  program  for  dairy. 
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Mr.  Chairman,  the  dairy  price  support  program  and  federal  milk 
marketing  order  programs  have  been  revised  many  times  in  response 
to  changes  in  production  technologies,  marketing  efficiencies,  and 
use  patterns.  They  continue  to  meet  their  public  policy 
objectives,  and  will  continue  to  as  long  as  future  adjustments  do 
not  loose  sight  of  the  objectives  of  U.S.  dairy  policy  and  the 
issues  the  price  support  and  Federal  milk  marketing  order  programs 
were  intended  to  address. 

The  perishability  of  whole  milk,  differences  in  the 
elasticities  of  demand  for  milk  and  milk  products,  the  seasonality 
of  production  and  the  prominent  place  milk  and  milk  products  occupy 
in  the  diets  of  most  Americans  has  demanded  and  continues  to  demand 
that  U.S.  dairy  policy  provide  for  adequate  supplies  and  price 
stability. 

Today  dairy  farmers  are  marketing  over  150  billion  pounds  of 
milk  annually  --  74  percent  more  than  their  fathers  did  50  years 
ago  from  4  0  percent  fewer  cows.  In  fact,  today's  cow  is  producing 
3-1/2  times  as  much  milk  as  did  her  ancestors  40  years  ago. 

In  1990  retail  fluid  milk  and  dairy  product  sales  in  the 
United  States  totaled  $60  billion.  Transactions  between  producers 
and  handlers  within  the  federal  milk  marketing  order  areas,  valued 
at  $14.3  billion,  involved  98  billion  pounds  of  milk  moving  from 
100,444  dairy  farms  to  753  processing  plants  or  handlers.   The 
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production  and  orderly  movement  and  marketing  of  fluid  milk,  a 
highly  perishable  product,  in  such  quantities  may  be  attributed  in 
large  part  to  the  existence  of  the  dairy  price  support  program  and 
the  federal  milk  marketing  order  program. 

The  market  stability  provided  by  the  dairy  price  support 
program  and  the  federal  milk  marketing  order  program  have 
contributed  to  productivity  increases  on  U.S.  dairy  farms,  and  to 
consistently  smaller  increases  in  dairy  product  prices  than 
consumers  have  seen  in  the  consumer  price  index  and  the  index  of 
prices  paid  for  all  foods.  Producers,  processors,  and  consumers 
have  benefited. 

However,  the  effectiveness  of  the  price  support  program  is 
being  reduced  and  the  economic  stress  on  milk  producers  increased 
as  producers  are  being  called  on  repeatedly  by  the  Administration 
and  the  U.S.  Congress  to  provide  additional  funds  for  the  reduction 
of  the  Federal  budget  deficit.  Assessments  and  similar  measures 
included  in  budget  reconciliation  Acts  bear  little  relationship  to 
the  supply  and  demand  for  milk  and  milk  products,  to  the  costs  of 
the  program,  to  the  income  position  of  dairy  producers,  or  to  the 
beneficiaries  of  the  program. 

The  dairy  self-help  program  proposed  in  H.R.  2664  will  do  the 
following: 
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*  Tie  future  dairy  assessments  to  costs  associated  with  the 
operation  of  the  dairy  price  support  program,  not  to  the  need  for 
general  revenue  for  deficit  reduction. 

*  Reduce  government  costs  associated  with  dairy  price  support 
program  activities  by  transferring  to  producers  the  cost  and 
marketing  responsibility  for  2  billion  pounds  milk  equivalent  of 
dairy  product  removals. 

*  Limit  future  assessments  for  the  program  to  costs 
associated  with  the  removal  of  dairy  products  in  surplus. 

*  Give  producers  a  voice  in  the  management  and  removal  of 
dairy  surpluses  above  normal  domestic  market  and  government  food 
assistance  requirements. 

*  Focus  the  industry's  attention  increasingly  on  world 
markets  for  U.S.  dairy  products,  and  provide  the  opportunity  for 
U.S.  producers  to  compete  more  effectively  with  subsidized  dairy 
products  from  the  EC  and  other  countries  in  world  markets. 

*  Extend  the  CCC  purchase  program,  which  is  the  primary 
mechanism  through  which  surplus  dairy  products  are  removed  from  the 
market  and  market  stability  provided. 
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*  Provide  refunds  of  assessments  to  producers  who  do  not 
increase  marketing  during  a  calendar  year  when  assessments  are  in 
effect . 

*  Extend  the  Dairy  Export  Incentive  Program  until  1998,  and 


*  Clarify  the  existing  authority  of  market  administrators  to 
deduct  and  set  aside  an  amount  each  month,  to: 

reimburse  handlers  for  costs  incurred  in  obtaining 
supplemental  milk  supplies  when  local  supplies  are  insufficient  for 
market  needs; 

--  reimburse  handlers  for  costs  incurred  in  disposing  of 
milk  that  exceeds  local  market  needs;  and 

pay  a  distant  plant  that  makes  a  binding  commitment 
to  supply  supplemental  milk  to  the  market  when  called  upon  by  the 
market  administrator. 

These  program  changes  will,  we  believe,  put  in  place  a  supply 
management  system  that  will  keep  government  outlays  for  dairy  price 
support  program  activities  at  minimal  levels,  will  permit  U.S. 
producers  to  participate  more  fully  in  the  international  dairy 
market   over  time,   will  provide   for  more  orderly  structural 
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adjustments  within  the  industry,  and  will  maintain  the  market 
orientation  of  the  program. 

In  conclusion,  Mr.  Chairman,  I  want  to  thank  you  and  other 

members  of  the  committee  for  your  support  of  H.R.  2664  and  your 

efforts  to  move  it  forward.    As  submitted,  H.R.  2664  has  the 

support  of  Dairymen,  Inc.  and  a  significant  percentage  of  the 
nation's  dairy  producers. 
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Statement  of 
Herman  N.  Brubaker 
President 
Milk  Marketing  Inc. 

before  the 

Committee  on  Agriculture 

United  States  House  of  Representatives 

H.R.  2664 
Dairy  Fanners  Self  Help  Program 

October  26,  1993 


My  name  is  Herman  Brubaker.  I  am  a  dairy  producer  living  at  723  Yost  Road, 
Nest  Alexandria;  in  Preble  county,  Ohio.  Our  dairy  and  grain  operation  is 
run  by  my  wife  and  myself  in  partnership  with  my  two  sons.  I  am  a  mnii **i  and 
serve  as  President  of  the  Board  of  Directors  of  Milk  Marketing  Inc. ,  a  regional 
dairy  cooperative  representing  6,000  dairy  producers  in  8  states. 

Milk  Marketing  Inc.  annually  markets  approximately  four  billion  pounds  of 
producer  milk,  representing  nearly  60  percent  of  the  milk  marketed  in  the 
region  that  is  comprised  of  Ohio,  Southern  Michigan,  Indiana,  Kentucky,  West 
Virginia,  Western  Pennsylvania,  Western  New  York,  and  Western  Maryland. 

I  am  here  today  to  give  sLtoiej  support  from  Milk  Marketing  Inc.  far 
H.R.  2664,  The  Milk  Producers  Self-Belp  Program.  I,  personally,  chaired  the 
NMPF  Task  Force  that  developed  this  proposal  over  the  period  of  the  last  two 
years.  This  program  has  broad  support  of  dairy  producers  nationwide  and  is  the 
result  of  extended  discussions  and  debate.  I  want  to  thank  you,  Mr.  Chairman, 
for  your  support  and  introduction  of  this  legislation. 
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As  you  can  well  imagine,  the  development  of  this  program  did,  indeed, 
require  much  debate  and,  ultimately,  a  great  deal  of  compromise  on  the  part  of 
all  dairy  farmer  organizations.  Our  industry  is  very  large  and  diverse  in 
nature.  Regional  differences  among  dairy  producers  is  something  1  know  this 
committee  has  had  same  experience  in  dealing  within  the  past,  so  I  hope  you 
realize  how  significant  this  plan  is  in  that  it  carries  the  support  of  nearly 
all  dairy  producers  nationwide. 

We  in  the  dairy  industry  understand  the  government's  exposure  to 
expenditures  far  potential  surpluses  is  being  reduced  dramatically  and  that 
this  factor  will  not  change  in  the  years  ahead.  As  farmers  we  know  well  the 
ipsa**  of  budget  balancing  and  are  not  blind  to  the  problems  facing  this 
committee  and  the  Congress  as  you  struggle  with  these  realities. 

Obis  legislation,  simply  put,  allows  dairy  producers  to  adjust  to  a  world 
that  is  already  in  place  for  agriculture.  Waiting  far  the  next  farm  hill  to 
make  these  adjustments  serves  no  purpose.  Dairy  farmers  have  developed  a 
program  that  will  work,  limits  government  exposure,  and  will  provide  the  market 
stability  necessary  for  a  healthy  dairy  industry  in  the  future. 

Let  me  comment  to  the  issue  of  market  stability.  No  single  factor  causes 
more  problems  on  a  dairy  operation  than  the  rollercoaster  cashflow  caused  by 
wildly-swinging  milk  prices,  as  we  have  experienced  in  the  past  several  years. 
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He  do  not  have  the  option  of  shutting  off  the  cow  if  the  price  drops  or  not 
milking  her  if  the  market  is  not  as  available  for  the  milk  she  makes.  But  what 
we  can  do  is  put  into  place  a  structure,  managed  and  funded  by  dairy  producers, 
that  will  provide  options  to  stabilize  the  market  and,  ultimately,  the  future 
of  our  industry. 

The  directive  to  dairy  producers  has  been  clear.  The  Aojninistration  has 
told  us  our  proposal  must  be  market-oriented.  H.R.  2664  certainly  meets  that 
test.  The  Congress,  indeed  this  committee,  has  told  us,  the  industry,  that 
they  must  be  united  behind  a  single  plan  if  we  hope  to  be  successful,  lb-. 
Chairman  and  distinguished  committee  ■ambers,  we  have  delivered  to  you  a 
proposal  that  has  united  a  diverse  national  industry.  We  are  standing  united 
behind  H.R.  2664. 

The  task  before  you  is  critical  for  this  nation's  dairy  producers.  It  is 
time  to  translate  planning  and  talk  into  action.  It  is  tine  to  endorse  and 
enact  H.R.  2664  and  move  this  nation's  dairy  industry  into  the  future. 
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Statement  on  HR  2664 

The  Dairy  Budget  Reconciliation  & 

Self-Help  Initiative  Act  of  1993 

by  Murl  Nord,  producer,  Blackduck,  Minn. 

before  the  House  Agriculture  Subcommittee  on  Livestock 

Tuesday,  October  26,  1993 


My  name  is  Murl  Nord.   I  am  a  dairy  farmer  from  Blackduck,  Minn. , 
where  I  milk  140  cows.   My  dairy  cooperative  is  Land  O* Lakes,  and 
I  serve  as  the  secretary  of  the  Land  0' Lakes  Board.   I  also 
represent  Land  01 Lakes  on  the  Board  of  the  National  Milk 
Producers  Federation,  and  I  served  on  National  Milk's  Self -Help 
Task  Force. 

I'm  here  to  express  my  personal  support,  and  the  support  of  Land 
O' Lakes,  for  the  self-help  program  that's  included  in  this  bill. 
More  than  a  year  ago,  the  Land  O' Lakes  board  took  a  hard  look  at 
the  problems  we  face  as  dairy  farmers  and  as  leaders  of  our 
cooperative.   We  decided  that  price  volatility  was  the  most 
disruptive  factor  affecting  dairy  markets  today. 

Goal  l:  Stability 

We  believe  that  self-help  is  the  best  way  to  deal  with  price 
volatility  and  promote  milk  price  stability.   The  self-help  board 
created  by  this  bill  would  provide  the  industry  with  the 
authority  to  intervene  in  a  timely  manner  to  supplement  CCC 
purchases  of  dairy  products.   Currently,  dairy  product  prices 
have  to  fall  to  the  support  level  before  CCC  acts  to  stabilize 
the  market  at  the  support  price.   The  self-help  board  should 
remove  surplus  products  from  the  market  before  prices  crash. 
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Through  timely  and  strategic  purchases,  the  self-help  board  can 
encourage  more  moderate  price  adjustments.   As  a  result,  we 
should  be  able  to  at  least  prevent  the  volatility  that  jerks 
prices  down.   We  believe  that  effective  action  by  the  self-help 
board  will  stabilize  prices  at  a  level  higher  than  we  achieve 
under  the  current  program. 

Goal  2;  Board  composition 

In  order  for  the  self-help  board's  actions  to  receive  wide 
support,  we  favor  broad  representation  of  dairy  interests  on  the 
board.   Since  dairy  farmers  will  fund  the  program  through 
adjustments  to  the  blend  price  for  milk,  farmers  must  control  the 
board.   However,  we  need  to  remember  that  the  industry  consists 
of  more  than  just  producers. 

Actions  taken  by  the  board  will  affect  processors  as  well  as 
retailers  and  consumers.   Representatives  of  these  groups  would 
bring  a  public  interest  perspective  as  well  as  business  and 
marketing  expertise.   Their  concerns  ought  to  be  considered  in 
the  decision-making  process. 

If  we  fail  to  do  that,  the  board  risks  making  decisions  that  will 
offend  major  segments  of  the  public.   We  can't  afford  to 
undermine  the  credibility  of  the  board  and  support  for  the 
board's  actions  by  excluding  important  stakeholders  in  the  dairy 
industry. 

Let  me  conclude  by  repeating  my  three  major  points: 


-  2  - 
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1.  I  strongly  support  the  dairy  self-help  program  and  urge 
Congress  to  move  ahead  in  marking  up  the  bill  to  authorize 
the  program.   In  this  regard,  I  also  speak  for  my 
cooperative,  Land  0* Lakes. 

2.  The  main  goal  of  the  self-help  program  should  be  to 
promote  stability  in  milk  and  dairy  product  prices. 

3.  The  board  should  be  controlled  by  dairy  farmers.   But  it 
also  should  include  representation  by  a  broad  range  of 
interests  in  order  to  encourage  consensus  and  support  for 
self-help  activity. 

The  dairy  industry  needs  to  come  up  with  a  program  that  everyone 
can  agree  on.   My  cooperative  thinks  that  all  the  parties 
involved  need  to  be  flexible  and  keep  our  attention  on  the  goal 
of  promoting  greater  stability.   Stability  is  in  the  public 
interest  and  affects  all  of  us.   We  need  to  find  ways  to  bridge 
any  singular  difficulties  raised  by  producers,  processors,  or 
consumers . 

Thank  you  for  your  attention  this  morning.   I  would  be  pleased  to 
answer  any  questions  you  may  have. 
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Mr.  Chairman,  members  of  the  Subcommittee  on  Livestock,  I 
appreciate  the  opportunity  to  testify  today.   I  am  Tim 
Bryant,  a  dairy  farmer  from  Vermont  and  a  member  of  Eastern 
Milk  Producers  Cooperative  which  has  more  than  3500  direct 
and  affiliate  members  in  nine  states  in  the  Northeast. 

My  dairy  farm,  which  is  located  in  Pawlet,  Vermont,  is  a 
family  operation  and  produces  approximately  2  million  pounds 
of  milk  per  year.   We  milk  about  100  cows  and  own/lease  about 
450  acres  of  tillable  land.   I  have  been  a  director  for 
Eastern  Milk  Producers  since  1985  and  have  served  as  their 
Vice  President  since  1989.   Eastern  Milk  Producers  is  also  a 
member  of  the  Council  of  Northeast  Farmer  Cooperatives,  which 
includes  four  Northeastern  Dairy  Cooperatives  representing 
almost  6,000  dairy  farmers.   Our  Northeastern  dairy 
cooperatives  have  recognized  the  importance  of  working 
together  on  issues  that  are  of  concern  and  interest  to  the 
dairy  farmers  in  our  region.   We  are  also  members  of  the 
National  Milk  Producers  Federation  and  have  taken  part  in  the 
development  of  the  Self-Help  Proposal  that  the  Subcommittee 
is  considering  today. 

Both  Eastern  Milk  Producers  and  CNFC  support  the  Self -Help 
legislation  (HR  2664)  that  has  been  introduced  by  you  and 
Congressman  Steve  Gunderson.   Most  recently,  at  Eastern's 
annual  meeting  in  Syracuse,  New  York  on  September  29th,  our 
delegate  body  unanimously  approved  a  resolution  supporting 
the  Self-Help  program  developed  by  NMPF  which  has  now  been 
introduced  in  the  form  of  a  bill.   We  strongly  believe  that 
the  Self-Help  approach  is  clearly  the  proper  direction  that 
dairy  policy  should  take  in  the  future. 

I  would  like  to  take  the  remaining  time  of  my  testimony  to 
explain  why  we  believe  that  Self-Help  is  the  most  effective 
and  beneficial  direction  that  the  dairy  industry  should  take 
at  this  time.   Therefore  I  want  to  briefly  summarize  the  key 
points  which  are  part  of  the  Self-Help  package  and  which  are 
crucial  to  improving  economic  conditions  for  dairy  farmers. 

Controlling  Our  Own  Destiny 

It  is  extremely  important  for  the  dairy  industry  to  take  more 
control  of  our  own  destiny  than  we  have  in  the  past.   The 
Self-Help  Proposal  directly  involves  dairy  farmers  in  the 
decision-making  process  in  dairy  policy  issues,  such  as 
pricing  and  marketing,  since  dairy  leaders  will  be 
represented  on  the  Dairy  Stabilization  Board. 

Past  government  dairy  policies  have  led  us  from  one  crisis  to 
another  over  the  last  decade.   None  of  these  policies  have 
worked  because  they  have  been  largely  a  "band-aid  approach" 
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designed  primarily  to  deal  with  an  immediate  problem  of 
excess  milk  production  and  have  not  dealt  with  the  need  to 
provide  long-term  stabilization  of  milk  prices.   The 
Whole-Herd  Buy-out  and  the  Milk  Diversion  Program  are  good 
examples  of  government  intervention.   Either  of  these 
programs  could  have  served  as  a  long-term  solution,  however, 
the  government  lacked  the  commitment  to  see  them  through  and 
to  keep  such  programs  in  place  over  the  long  term.   Although 
they  were  effective  while  in  place,  the  dairy  industry  was  in 
worse  shape  when  both  of  these  programs  were  terminated. 
This  is  why  we  have  had  a  constant  "roller-coaster  effect"  in 
farm  milk  prices  over  the  last  several  years.   It  is  also  why 
we,  as  an  industry,  need  to  take  more  control  and 
responsibility  for  future  dairy  policy. 

Current  Dairy  Policy  Almost   Entirely  Budget  Driven 

Another  important  reason  for  implementing  a  Self-Help  program 
is  the  current  federal  budget  deficit  situation.   The  1990 
Budget  Act  initiated  assessments  on  all  dairy  farmers.   Most 
recently,  these  assessments  have  been  extended  through  1998. 
It  is  entirely  possible  that  assessments  will  be  increased  in 
the  next  budget  reconciliation  bill  in  1994  or  during  the 
1995  Farm  Bill.   These  assessments  do  not  provide  dairy 
farmers  with  any  benefits  at  all  insofar  as  dairy  policy  is 
concerned.   At  this  point,  the  total  cost  of  the  federal 
dairy  program  is  almost  entirely  covered  by  the  assessments 
dairy  farmers  are  paying. 

Therefore  the  Self-Help  Proposal  would  institute  a  program  in 
which  future  assessments  could  be  utilized  to  help  develop 
greater  markets  for  dairy  products  both  domestically  and 
internationally.   Assessments  would  be  put  to  work  in  both 
market  development  and  sales  of  dairy  products,  which  in  both 
the  short  and  the  long  run  will  help  to  improve  milk  prices. 

Export   Potential   for  Dairy  Products   is  Strong 

Eastern  and  CNFC  believe  that  the  U.S.  dairy  industry  needs 
to  move  aggressively  in  developing  international  markets  for 
dairy  products.   Last  year,  as  you  know,  the  DEIP  program 
sold  more  than  350  million  pounds  of  dairy  products 
internationally.   These  sales  helped  to  increase  farm  milk 
prices  by  as  much  as  55  cents  per  hundredweight  according  to 
a  number  of  economists.   However,  there  is  much  more 
potential  for  the  development  of  greater  global  markets.   One 
of  the  chief  functions  of  the  Dairy  Stabilization  Board 
established  by  the  Self-Help  legislation  would  involve 
marketing  and  selling  dairy  products  to  foreign  countries . 
We  do  not  have  this  kind  of  capability  now. 
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Self-Help  Program  Will   Save  Federal   Government  Money 

Since  the  Self-Help  program  is  designed  to  remove  excess 
supplies  of  dairy  products  from  the  market  once  CCC  removals 
exceed  5  billion  pounds,  it  will  reduce  overall  government 
expenditures  by  at  least  $65  million  over  the  next  few  years 
based  upon  estimates  from  the  Congressional  Budget  Office. 
This  is  an  important  benefit  given  budget  constraints  that 
Congress  will  face  in  the  future. 

Self-Help  Will   Improve  Dairy  Farmer  Income 

As  a  dairy  farmer,  it  is  important  to  me  that  milk  prices 
remain  at  a  level  that  provides  a  fair  rate  of  return  for 
both  management  and  capital  investment.   It  is  estimated  that 
the  Self-Help  Proposal  will  increase  milk  prices  by  40  cents 
per  hundredweight  based  upon  the  Dairy  Board's  authority  to 
intervene  in  the  market  when  net  CCC  removals  exceed  5 
billion  pounds.   By  keeping  excess  supplies  of  milk  in  check, 
the  Self-Help  program  will  also  stabilize  milk  prices.   One 
of  the  most  difficult  aspects  of  the  dairy  business  is  the 
ability  to  effectively  plan  for  future  expenses  and  income. 
Rapid  increases  and  reductions  in  milk  prices  in  past  several 
years  have  made  it  very  difficult  to  operate  a  dairy  farm 
given  the  uncertainty  and  fluctuations  in  the  milk  market. 

Discouraging  Overproduction  Also  Important 

If  we  are  successful  in  expanding  markets  for  dairy  products 
through  increased  exports  and  improved  domestic  marketing, 
the  advantages  gained  in  stronger  milk  prices  will  be  largely 
offset  if  overproduction  exceeds  our  ability  to  keep  supplies 
in  line  with  demand.   We  do  not  have  any  real  policy  or 
program  in  place  to  put  a  brake  on  overproduction  at  this 

time other  than  more  assessments  on  all  producers.   This 

approach  has  not  worked  successfully  in  the  past  and  will  not 
work  in  the  future.   I  believe  that  any  Self-Help  Proposal 
has  to  have  provisions  for  discouraging  overproduction.   The 
requirements  for  accomplishing  this  in  HR  2664  need  to  be 
thought  through  more  and  perfected  during  the  legislative 
process.   There  may  well  be  other  ideas  that  are  developed 
during  the  discussion  and  debate  on  this  bill,  which  will 
work  in  a  more  effective  manner. 

I  appreciated  the  opportunity  to  testify  today  and  I  look 
forward  to  answering  any  questions  members  of  the 
Subcommittee  might  have.   Thank  you! 
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Mr.  Chairman,  members  of  the  subcommittee,  my  name  is  Harvey  Moranda. 
I  milk  some  85  cows  in  Orland,  California  and  market  my  milk  through  Mid- 
America  Dairymen,  Inc.,  cooperative.  Thank  you  for  the  opportunity  to  express  my 
views  here  today. 

I  support  Self-Help,  and  the  reason  for  my  position  is  as  simple  one.  Self- 
Help  offers  the  only  feasible  means  to  forge  a  new  dairy  policy  that  will  boost 
producer  income,  open  new  markets  for  our  products  overseas  and  give  milk 
producers  a  voice  in  the  policies  that  will  shape  their  future. 
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Why  do  I  believe  we  must  have  a  new  dairy  policy?  The  answer  is  honey, 
wool  and  mohair.  In  light  of  the  actions  the  Congress  has  taken  this  year  with 
respect  to  those  commodity  programs,  it's  clear  that  the  time  has  come  for  dairy 
farmers  to  find  their  own  solutions  to  the  supply-demand  equation.  We  must,  as 
Chairman  de  la  Garza  recently  said,  "...focus  our  attention  on  how  we  can  construct 
agricultural  policies  to  meet  today's  political  and  budget  realities." 

Self-Help  is  such  a  program.  It  serves  the  needs  of  Administration  and 
Congressional  budgeteers  by  reducing  the  deficit.  And  it  serves  the  needs  of  milk 
producers  by  increasing  farm-gate  prices  and  further  opening  world  markets  to  U.S. 
dairy  products. 

There  are  those  here  today  that  will  look  at  the  size  of  my  herd  and  say,  "He 
is  not  a  typical  California  dairy  farmer."  When  it  comes  to  Self-Help,  they  would 
be  wrong.  The  common  cause  that  producers  share  when  it  comes  to  dairy  policy 
is  not  herd  size,  but  a  uniform  dislike  of  assessments.  When  it  comes  to 
assessments,  Self-Help  provides  a  number  of  bonuses  over  the  current  program. 

First,  the  new  Self-Help  assessment  of  up  to  a  dime  per  hundredweight 
would  provide  a  net  return  to  producers  of  from  30  cents  to  50  cents  per 
hundredweight. 
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Second,  Self-Help  makes  the  current  non-refundable  cost  of  removing  all 
estimated  surpluses  in  excess  of  seven  billion  pounds  refundable. 

Third,  dairy  farmers  save  1.25  cents  per  hundredweight,  $19  million  in  total, 
for  every  year  Self-Help  is  in  place  before  1996.  Self-Help  provides  this  bonus  by 
immediately  cutting  to  a  dime  the  current  11.25  per  cwt.  assessment. 

Despite  the  fact  that  all  of  these  producer  assessments  are  potentially 
refundable  under  Self -Help  and  that  the  bulk  of  funds  collected  will  be  used  to 
stabilize  and  improve  dairy  farmer  income,  there  are  still  those  that  claim  they 
don't  like  the  program.   Why? 

Some  producers,  particularly  those  in  my  part  of  the  country,  believe  the 
status  quo  will  serve  them  best.  These  producers  believe  that  only  the  market 
should  set  milk  prices. 

Producers  in  this  camp  see  no  benefit  to  Self-Help.  They  are  wrong.  Even 
in  a  completely  free  market  system,  supply  is  sure  to  outstrip  demand.  The  result 
will  be  continuous  boom  and  bust  cycles  as  more  cows  are  brought  on  line  to  meet 
growing  demand  and  then  culled  as  the  price  and  demand  bubbles  burst. 

Today,  thanks  to  the  introduction  of  H.R.  2664,  dairy  producers  have  an 
opportunity  to  unite  behind  a  new,  beneficial,  politically  realistic  dairy  policy. 
Those  of  us  who  produce  the  majority  of  the  nation's  milk  already  support  the 
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program.  I  ask  those  producers  who  have  not  already  done  so  to  join  us,  and  I 
urge  you  and  your  colleagues,  Mr.  Chairman,  to  enact  Self-Help  into  law  as  quickly 
as  possible. 

Thank  you. 
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The  American  Farm  Bureau  Federation  is  the  nation's  largest  general  farm 
organization  with  over  4  million  members.   Included  in  our  membership  are  a 
large  portion  of  the  nation's  dairy  producers.  We  would  like  to  convey  a  number  of 
observations  on  H.R.  2664,  The  Dairy  Budget  Reconciliation  and  Self-Help 
Initiative  Act  of  1993. 

Farm  Bureau  has  always  been  supportive  of  producers  working  together 
and  taking  responsibility  for  their  own  affairs,  or  true  "self-help."   We  encourage 
agriculture  to  move  in  this  direction.   In  evaluating  the  proposed  legislation,  we 
see  evidence  of  elements  of  "self-help"  but  there  are  also  aspects  that  we  must 
question. 

Farm  Bureau  policy  supports  an  industry  board  to  work  with  the  Secretary 
of  Agriculture  in  the  conduct  of  the  dairy  program.   The  proposed  legislation 
includes  an  industry  board,  but  one-third  of  its  members  are  non-producers.   We 
recognize  the  value  of  using  technical  experts  to  advise  the  board,  but  would 
suggest  that  they  might  be  more  appropriately  used  as  an  advisory  committee  to 
the  board  rather  than  as  full  members  of  the  board. 

Provisions  for  selecting  members  of  the  board  include  the  election  of 
nominees  by  producers.  This  concept  has  appeal,  but  one  aspect  of  the  proposed 
legislation  is  troubling:  the  bloc  voting  provision.   Farm  Bureau  supports  the  use 
of  bloc  voting  in  marketing  order  referenda,  but  question  its'  use  in  a  situation 
such  as  this.   Producers  are  selecting  individuals  to  represent  them  in  these 
elections.   For  this  reason,  they  should  cast  their  own  ballot  for  the  individual  of 
their  choice  as  they  would  in  any  other  election. 

This  proposal  commits  producers  to  an  additional  assessment  to  remove 
product  purchases  of  between  five  and  seven  billion  pounds.  We  are  opposed  to 
the  current  budget  reconciliation  assessment  as  an  unfair  tax  on  dairy  producers, 
so  we  must  question  the  merit  of  additional  ones.   This  is  in  reality  a  rewriting  of 
the  dairy  program  outside  of  the  Farm  Bill.   As  a  general  farm  organization, 
representing  producers  of  all  commodities,  we  must  question  the  precedent  this 
sets. 
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We  are  also  concerned  over  the  method  proposed  for  collecting  assessments. 
The  current  reconciliation  assessment,  and  the  additional  one  proposed,  would  be 
taken  from  state  or  federal  order  pools  rather  than  shown  as  an  assessment.   This 
makes  them  much  less  apparent  to  producers.   If  it  is  in  fact  an  industry-driven 
program,  producers  need  to  be  aware  of  what  they  are  paying  for  so  they  can 
judge  its  merits. 

The  determination  and  collection  of  assessment  at  purchase  levels  of  over 
seven  billion  pounds  appears  cumbersome  at  best  if  the  targeted  assessment  is 
called  for.  Producers  need  a  clearer  understanding  of  the  potential  impacts.  We 
have  attempted  to  provide  an  estimate  of  this  based  on  USDA's  projection  of  7.3 
billion  pounds  of  CCC  purchases  for  1994.   While  several  assumptions  need  to  be 
made,  it  appears  that  producers  could  be  subject  to  an  assessment  of  close  to  40 
cent  per  cwt.  on  increased  production,  in  addition  to  the  initial  20-cent  assessment 
in  the  proposal  if  the  targeted  assessment  needed  to  be  used. 

Table  1.   SELF-HELP  ASSESSMENT  ANALYSIS 

Assumptions  for  1994  Assessments 

Total  Production   154,800,000,000  /l 
CCC  Purchases         7,300,000,000  /l 
Reduced  marketing 
in  refund  herds       3,000,000,000  12 
Added  Consumption    2,500,000,000  /3 
Added  Production      3,200,000,000  /3 
Total  Increase        8,700,000,000 

CCC  Removal  Cost    $11.40  per  cwt  12 
Industry  Resp        $34,200,000.00  /4 

Estimated  1990  Farm  Bill  Assessment        $0.02  per  cwt 
Estimated  Self-Help  Targeted  Assessment  $0.39  per  cwt 

/l   USDA  calendar  year  estimate 

12  Estimated 

/3   USDA  fiscal  93/94  estimate 

/4  FACT  of  1990  requires  industry  to  pay  all  costs 

of  purchases  over  7  billion  pounds 

There  are  varying  conclusions  reached  by  proponents  or  opponents  of  H.R. 
2664  and  "self-help"  proposals  in  general  as  to  their  compatibility  with  the 
General  Agreement  on  Tariffs  and  Trade  (GATT)  and  other  trade  agreements. 
Compatibility  with  GATT  in  particular  and  with  the  United  States'  broader  goals 


157 


of  freer  world  trade  in  agriculture  must  be  a  central  point  by  which  any  "self-help" 
legislation  is  judged. 

Activities  now  undertaken  under  the  Dairy  Export  Incentive  Program 
(DEIP)  have  enhanced  dairy  producer  prices.   A  "self-help"  program  based  on 
expanding  concepts  in  the  DEIP  program,  if  GATT  legal,  should  emphasize  value- 
added  products.   This  increases  market  demand  just  as  the  export  of  bulk 
commodities,  but  also  provides  a  greater  return  to  producers. 

Producers  also  need  to  be  aware  that  the  Secretary  of  Agriculture  still  has 
ultimate  control  of  the  program  rather  than  producers.   It  is  a  move  toward  self 
direction,  but  it  is  still  not  an  industry-run  "self-help"  program. 

The  American  Farm  Bureau  Federation  believes  that  dairy  producers  need 
to  critically  evaluate  the  changes  in  dairy  policy  that  would  result  from  the 
passage  of  H.R.  2664.   During  the  coming  months,  we  will  urge  our  producers  to 
ask  the  hard  questions  regarding  additional  assessments,  methods  for  collecting 
assessments,  voting  procedures  for  board  members  and  the  impact  on  new 
producers.  We  must  allow  time  for  dairy  producers  to  resolve  these  and  other 
questions  surrounding  "self-help." 

Thank  you  for  your  consideration  of  these  points  as  you  debate  this 
legislative  proposal. 
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STATEMENT  OF  THE  WISCONSIN  FARM  BUREAU  FEDERATION 

TO  THE  HOUSE  AGRICULTURE  SUBCOMMITTEE  ON  LIVESTOCK 

REGARDING  THE  SELF-HELP  DAIRY  PROGRAM 


Howard  (Dan)  Poulson,  President 
Wisconsin  Farm  Bureau  Federation 

October  26, 1993 


The  Wisconsin  Farm  Bureau  Fedcrailor.  represents  over  27,000  farming  families  in 
Wisconsin.   Through  its  ongoing  discussions  on  the  future  of  federal  dairy  policy,  the 
Wisconsin  Farm  Bureau  Federation  at  this  point  is  opposed  to  the  Dairy  Stabilization 
and  Self-Help  Initiative  being  promoted  by  many  within  the  dairy  cooperative  sector. 

As  Wisconsin  Farm  Bureau  Federation  members  thoroughly  inspect  the  specifics  of  this 
proposal,  we  quickly  notice  how  the  proposal  creates  an  additional  bureaucracy,  runs 
counter  to  market-oricntcd  dairy  polity,  and  further  entrenches  the  industry  in 
government  involvement. 

The  Wisconsin  Farm  Bureau  Federation  has  several  questions  about  this  proposal: 

1.  Why  docs  self-help  move  away  from  market-oriented  policies? 

WFBF  believes  self-help  is  not  market-oriented  because  it  attempts  to  eliminate 
price  variability  in  the  name  of  "price  stability."  This  Subcommittee  needs  to 
broaden  its  discussion  on  a  dairy  program  for  the  future  that  looks  at  removing 
the  influence  of  government  in  a  dairy  farmer's  ability  of  running  a  successful  and 
profitable  operation.  The  current  price  support  program  is  encouraging 
production  and  manufacturing  of  dairy  products  to  be  sold  to  the  Commodity 
Credit  Corporation.   Self-help  appears  to  advocate  continued  reliance  on  the 
government. 

The  emphasis  of  the  self-help  program  is  to  purchase  surplus  product  from  those 
private  and  cooperative  manufacturers  that  rely  on  the  government  for  the 
disposal  of  product.  Some  of  the  strongest  advocates  of  self-help  also  sell  the 
most  surplus  product  to  the  CCC.   Rather  than  looking  to  the  market-place  for 
disposal,  processors  have  become  addicted  to  the  government  as  an  outlet  for 
their  product. 
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2.  What  benefits  will  farmers  receive  through  self-help  assessments/pool  payment 
reductions? 

Self-help  is  nothing  more  than  a  producer-funded  government  program  for  the 
benefit  of  dairy  processors.  Dairy  farmers  already  contribute  50%  of  Ihe  cost  of 
the  dairy  program  through  assessments.  The  pool  reduction  payment  is  a  back- 
door way  of  applying  additional  assessments  on  farmers.  WFBF  questions  why 
producer's  should  pay  for  a  job  the  industry  has  failed  to  do  --  that  is  to  find  ways 
of  manufacturing  products  consumers  want  here  at  home  and  on  the  world 
market   Farmers  would  be  hard-press  to  support  additional  assessments  if  diey 
continue  to  sec  their  own  cooperatives  and  handlers  continue  to  sell  to  the 
government. 

3.  Does  self-help  reduce  the  complexity  of  the  federal  dairy  program? 

It  is  WFBF*s  view  that  this  proposal  will  create  additional  bureaucracy  for  the 
dairy  farmer.   The  last  thing  a  progressive  dairy  professional  needs  is  additional 
paperwork,  regulations,  quotas,  ar.d  payment  deductions.  In  fact,  the  self-help 
concept  does  nothing  to  remove  government  from  the  dairy  business,  it  further 
expands  government's  reach. 

4.  What  will  self-help  do  to  reduce  regional  dairy  policy? 

It  appears  the  proposal  will  do  nothing  to  soften  the  regional  effects  of  dairy 
policy,  in  fact,  it  would  further  entrench  regionalism.  If  the  Dairy  Stabilization 
Board  recommends  to  the  Secretary  purchases  of  surplus  product,  that  product 
would  mont  likely  come  from  California,  the  Northwest  and  Texas,  areas  of 
surplus  of  production.   This  continues  to  send  the  signul  to  manufacturers  and 
cooperatives  that  they  have  an  easy  outlet  through  the  government  for  their 
product.   WFBF  believes  that  this  trend  needs  to  be  stopped. 

5.  Will  self-help  be  GATT  legal? 

Despite  the  talk  of  "exporting"  surplus  dairy  products  through  the  Dairy 
Stabilization  Board,  these  purchases  of  dairy  products  sold  on  the  international 
market  would  be  nothing  more  than  dumping  of  surplus  product.   Through  the 
Uruguay  Round,  agriculture  is  trying  to  make  gains  against  the  European 
Community  for  their  agricultural  programs  which  result  in  depressed  world  market 
prices  through  subsidized  dumping. 


160 


Testimony  of  Howard  D.  Poulson 
Wisconsin  Farm  Bureau  Federation 
page  3 

6.  Does  self-help  duplicate  efforts  of  the  Dairy  Export  Incentive  Program? 

DE1P  has  been  a  very  effective  program  at  exporting  surplus  products  to  compete 
with  the  European  Community.  A  concern  we  share  is  if  self-help  becomes  a 
reality,  what  commitment  do  dairy  farmers  have  that  DEIP  will  not  be  pared  back 
in  lieu  of  a  dairy  farmer-funded  program. 

7.  Will  conflict-of-interest  make  the  Dairy  Stabilization  Board  ineffective? 

It  would  seem  conceivable  that  on  any  given  decision  of  the  Dairy  Stabilization 
Board,  board  members  would  have  to  excuse  themselves  from  casting  a  vote 
because  of  their  affiliations  aud  allegiances  to  processors,  handlers  and 
cooperatives,  and  therefore  could  not  properly  conduct  business  without  a  conflict 
of  Interest  on  their  own  behalf.   This  also  includes  the  potential  for  a  board 
member  making  decisions  that  could  damage  a  competitor's  desire  to  participate 
in  the  program. 

8.  What  real  authority  will  the  Dairy  Advisory  Board  have? 

Any  decision  by  the  Dairy  Advisory  Board  will  be  merely  advisory.  Through 
written  interpretations  by  USDA  and  House  Agriculture  Committee  Minority 
Staff  In  1990,  it  would  be  unconstitutional  for  a  hoard  comprised  of  puhlic  citizens 
to  make  decisions  on  the  dispersal  of  government  monies.   In  essence,  the  board 
would  have  no  authority.   It  would  still  be  up  to  the  Secretary  of  Agriculture  to 
administer  the  dairy  program.  And  the  self-help  proposal  is  drafted  in  a  way 
which  would  limit  his  options  to  respond  to  changes  in  the  market-place. 

Mr.  Chairman,  these  are  some  very  serious  questions  about  the  logistics  of  self-help  that 
cannot  be  overlooked.   They  need  your  attention  or  this  effort  must  be  discontinued. 
We  also  urge  you  to  broaden  the  discussions  on  dairy  policy  for  the  future,  rather  than 
assuming  self-help  is  the  only  option  available.   We  are  also  concerned  by  previous 
attempts  to  tag  this  proposal  on  budget  reconciliations  without  proper  farmer  review  and 
input.  At  some  point,  Congress  must  decide  it  will  no  longer  protect  dairy  businesses 
that  can't  operate  without  having  the  government  as  their  marketing  agent. 


o 


ISBN   0-16-044025-4 


9  780160"44025l 


90000 


75-979   (164) 


